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[No. 26] 

SUBCOMMITTEE NO. 1 CONSIDERATION OF H.R. 7216, TO AMEND THE 
CENTRAL INTELLIGENCE AGENCY ACT OF 1949, AS AMENDED, 
AND FOR OTHER PURPOSES 


House op Representatives, 

Committee on Armed Services, 

Subcommittee No. 1, - 
W ashington , D.G., Tuesday , July 83, 1963. 

The subcommittee met at 10 a.m., ITon. L. Mendel Rivers, chairman 
ox the subcommittee, presiding. 

Mr. Rivers. Let the committee come to order 
Ap- ^ c( ^ one has another very important engagement, and he asked 
that alter his statement he be excused. And, of course, we want to 
accommodate him. And he is late now. So I will ask the committee 
to come to order, and let us begin the hearings on this very important 
piece o± legislation. 

Members of the committee, we are meeting this morning to begin 
hearmgs on H.R. 7216, a bill to amend the Central Intelligence Agency 
Act °f 1949. Mr. McCone and General Carter are here to testify in 
support of this bill. “ 

Gentlemen, we are very pleased to have you here, Mr. McCone, with 
the members of your staff, and I am sure that this will be an enlighten- 
ing session for all of us. 6 

Now, this looks like a very complicated bill. Actually, almost all 
of the provisions currently exist as law applying to executive agencies. 
nT a a P ar ^ 0: : odl contains technical amendments to bring the 

OlA Act up to date on such things as travel and medical benefits. It 
also contains a proposed new section authorizing the Agency to receive 
gifts from individuals and business organizations. 

However, by and large, the main purpose of this bill is to authorize 
L1A to establish a special retirement system for a limited number of 
their employees and we will go into that part first. The system is 
identical, or almost identical, to the retirement system of the Foreign 
Service and I am advised that it does not provide anything new. ^ 
n( ?t as k Mr. McCone to discuss all of this at this time. Mr 
McCone will present a general statement on this bill and answer a few 
general questions. Then, because much of the specific discussion 
will involve classified information, of course we will have to <*0 into 
executive session. 

M'r. McCone, I would like to ask you and your people as they testify 
on the retirement system to point out anything that is different from 
.Service system. This committee has jurisdiction over 
but it is not expert m the Foreign Service retirement system 
which, as it stands today, is the result of some 40 years’ of experience. 
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Since it is proposed to adopt this system, I want to be sure that any 
changes are reviewed by the commi ttee. 

I would like to say that in my opinion we should not adopt the sec- 
tion in the retirement title which allows additional credit for duty 
at unhealthful posts. This is secti on 253 , We repealed this authority 
for military personnel years ago and I don’t believe it should be re- 
mstituted for a quasi-military organization such as the CIA. 

In discussing the retirement provisions, I will ask the witnesses to 
give us full informaton on the crediting of prior military service for 
CIA retirement purposes. In the nature of things, CIA can be ex- 
pected, particularly if the dual compensation and dual employment 
laws are revised, to look to former or retired military personnel as 
prospective employees. 

However, I could also emphasize that none of us here are as fami- 
liar with the Foreign Service retirement system as we ary with the 
military retirement system. Thus we will want to know, in particu- 
lar, any parts of the bill that would give the CIA any benefits or 
idvantages that do not now exist for Foreign Service employees. 

In addition, we will expect a full explanation as to how the CIA 
plans to utilize the forced attrition authority contained in section 
231(c). 

We also should receive a full explanation as to any. retroactive 
benefits or application of the proposal, and, finally, full information 
concerning future costs. 

(H.ffc. 7216 is as follows :) 

[H.K. 7218, 88t:i Cong., 1st sese.] 

A BILL To amend the Central Intelligence Agency Act of MW, as amended , and for other 

purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled. That this Act may be cited as the Central 
Intelligence Agency Act Amendments of 1963”. , . T7 ~ „ 

Sec. 2. The Central Intelligence Agency Act. of 1949, as amended (50 U.S.O. 
403(a) etseq.), is further amended as follows , 

(1) Amend section 3 by deletion of subsections (a) and (b) and substitute 
therefor : 

“(a) In the performance of its functions, the Agency is authorized to exercise 
the authorities contained in sections 2301 ; 2302 ( 2) and (3) ; 2303 (b) and (c) ; 
2304(a) (1), (2), (3), (4), (5), (6), (10), (12), (15), and (17) ; 2305; 2306; 
2307 ; 2312 ; and 2383 of title 10, United States Code. ...... 

“(b) In the exercise of the authorities granted in subsection (s.) of this sec- 
tion, the term ‘Agency head’ shall mean the ipirector and the Deputy Director. 

(2) Am end section 3(d) by deletion of the; wording “section 2(c) and section 
5(a) of the Armed Services Procurement Adt of 1947” from the first sentence 
and substitute therefor, “section 2304(a) aqd section 2307 of title 10, United 
States Code.” Further amend section 3(d) by deletion of the wording section 
2(c), by section 4 or by section 3(a) of the Armed Services Procurement Act of 
1947” from the second sentence and substitute therefor, section 2304(a), by 
section 2306 or by section 2307 of title 10, Uni ;ed States Code”. 

(3) Amend section 4 by adding the following new paragraphs (1) (G) and 
(1) (II) and (8), and further amend section 4 by deletion of the words Under 
such regulations as the Director may prescribe, the Agency, with respect to its 
officers and employees assigned to duty stations outside the several States ot 
the United States of America, excluding Alaska and Hawaii, but including the 
District of Columbia, shall—” and substitute) therefor, ‘ Under such regulations 
as the Director may prescribe, the Agency, with respect to its ofiicers and em- 
ployees assigned abroad to duty stations outside the several States of the United 
States of America, excluding Alaska and Hawaii, but including the District of 
Columbia, may — ”. 
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“(1) (G) Pay the travel expenses of officers and employees of the Agency and 
members of their families, while serving at posts specifically designated, by the 
Director for purposes of this paragraph, for rest and recuperation to other loca- 
tions abroad having different environmental conditions than those at the post at 
which such officers and employees are serving, provided that such travel expenses 
shall be limited to the cost for each officer or employee and members of his family 
of one round trip during any continuous two-year tour unbroken by home leave 
and two round trips during any continuous three-year tour unbroken by home 
leave ; 

“(1)(H) Pay the travel expenses of members of the family accompanying, 
preceding, or following an officer or employee if, while he is en route to his post 
of assignment, he is ordered teinporarilj’ for orientation and training or is given 
other temporary duty.” 

“(8) Provide appropriate orientation and language training to members of 
family of officers and employees of the Agency In anticipation of the assignment 
abroad of such officers and employees, or while abroad,” 

(4) Amend section 4(3) (A) to read as follows : 

“(3) (A) Order to any of the several States of the United States of America 
(including the District of Columbia, the Commonwealth of Puerto Rico, and any 
territory or possession of the United States) on leave of absence authorized in 
section 203(f) of the Annual and Sick Leave Act of 1951, as amended, each officer 
or employee of the Agency who was a resident of the United States (as de- 
scribed above) at the time of employment, upon completion of three years’ con- 
tinuous service abroad or as soon as possible thereafter and may so order after 
completion of eighteen months such service without regard to the limitation 
contained in section 203(f) of the Annual and' Sick Leave Act of 1951, as 
amended.” 

(5) Amend section 4(5) by striking out subsections (A) and (C) and insert- 
ing in lieu thereof the following new paragraphs (A) and (C) : 

“(A) In. the event an officer or employee of the Agency or one of his depend- 
ents, requires medical care, for Illness or injury not the result of vicious habits, 
intemperance, or misconduct, while on assignment abroad in a locality where 
there is no qualified person or facility to provide such care, pay the travel 
expenses of such officer, employee, or dependent by whatever means deemed 
appropriate by the Agency, Including the furnishing of transportation, and 
without regard to the Standardized Government Travel Regulations and section 
10 of the Act of March 3, 1933, as amended (60 Stat. 808; 5 U.S.C. 73b), to the 
nearest locality where suitable medical care can be obtained and on his recovery 
pay for the travel expenses of his return to his post of duty. If any such person 
is too ill to travel unattended, or in the case of a dependent too young to travel 
alone, the Agency may also pay the round-trip travel expenses of an attendant 
or attendants;”. 

“(0) (i) In the event of illness or injury requiring hospitalization or similar 
treatment incurred by an officer or employee of the Agency who is assigned 
abroad, not the result of vicious habits; intemperance, or misconduct on bis 
part, pay for the cost of treatment of such illness or Injury ; 

“(ii) In the event a dependent of an officer or employee of the Agency who 
is assigned abroad, Incurs an illness or Injury while such dependent is located 
abroad, which requires hospitalization or similar treatment, and which is not 
the result of vicious habits, intemperance, or misconduct on his part, pay for 
that portion of the cost of treatment of each such illness or injury that exceeds 
$35 up to a maximum, limitation of one hunderd and twenty days of treatment 
for each such illness or injury, except that such maximum limitation shall not 
apply whenever the Agency, on the basis of professional medical advice, shall 
determine that such illness or injury clearly is caused by the fact that such 
dependent is or has been located abroad 

(6) In section 5, add the following new paragraphs (g) and (h) : 

“(g) Upon the termination of the assignment of an employee appointed from 
another Government agency without a break in service for duty with the 
Agency for a specific period of time agreed upon by both agencies, such, person 
will he entitled to reemployment in such other Government agency in the position 
occupied at the time of assignment, or in a position of comparable salary, or, at 
the volition of the other Government agency, to a position of higher salary. 
Upon reemployment, the employee shall receive the within-grade salary advance- 
ments and other salary adjustments he would have been entitled to receive had 
he remained in the position in which he was employed prior to assignment to 
the Agency. 
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“(h) Settle and pay, whenever the Director determines that payment will 
iurther the purposes of this Act, without regard to any other provisions of law 
find under such regulations as the Director may prescribe, in an amount not 
exceeding $10,000, any claim against the United States for loss of or damage 
to real or personal property (including loss of occupancy or use thereof) , belong- 
ing to, or for personal injury or death of, any person not a citizen or resident 
of the United States, where such claim arises abroad out of the act or omission 
of any Agency employee or out of the act or amission of any person acting on 
behalf of the Agency but only if such claim is presented in writing to the Agency 
activity involved within one year after it accrues.” 

(7) Paragraph (4) of section 104(a) of the Internal Revenue Code of 1954 
1 26 U.S.C. 104(a) (4)) (relating to the exclusion from gross income of compen- 
sation for injuries and sickness) is hereby amended to read as follows : 

“(4) amounts received as: a pension, annuity, or similar allowance for per- 
sonal injuries or sickness resulting from active service in the firmed forces 
of any country or in the Coast and Geodetic Survey or the Public Health 
Service, or as a disabilty annuity payable under the provisions of section 
831 of the Foreign Service Act of 1046, as intended (22 U.S.C. 1081 ; 60 Stat. 

1021), or as a disability annuity payable under title II of the Central In- 
telligence Agency Act of 1949, as amended (60 U.S.C. 403(a) et seq.).” 

(8) Renumber section 7 to read section 8. Renumber section 8 to read section 
9, appropriations. Renumber section 9 to read section 10, separability of pro- 
visions. Renumber section 10 to read section 11, short title, Adi a new sec- 
1 ion 7 as follows : 

“7. (a) For the benefit of or for use in conn action with the Agency or for the 
benefit or welfare of employees of the Agency or their dependents, the Director 
is authorized, notwithstanding any other provisions of law — 

“(1) to reeeive gifts to the Agency and in his discretion to accept, receive, 
hold, administer, and expend or dispose of such gifts and bequests of property 
from individuals or others ; 

“(2) to disburse gifts, bequests of money, interest, profits, income, or 
proceeds from sales of other property received as gifts in accordance with 
the terms and conditions of the acceptance of any particular gift or bequest ; 

“(3) to invest, reinvest or retain investments of the money, property or 
securities and the interest, profits, or proceeds accruing from such money, 
property or securities ; 

Provided, however, That the Director is not authorized, as a consequence of 
gifts or bequests of money, property, or securities to the Agency, to engage in any 
business or to exercise any voting privilege which may be incidental to securities 
in his hands received as a gift to the Agency, nor shall the Director make any 
investments other than securities of the Unite jl States or other securities guar- 
anteed as to principal and interest by the Unite ! States, except that lie may make 
any investments directly authorized by the instrument of gift, and may retain 
any investments accepted by him ; Provided further, That gifts, bequests of 
money, or proceeds from other property are not utilized for the conduct of ac- 
tivities by the Agency, as authorized in 50 U.S.C. 403(d) et seq. through the 
augmentation or in lieu of appropriations by i;he United States Congress; And 
provided further, That the funds represented by the gifts, bequests of money, or 
proceeds from other property are not commingled with funds appropriated by 
the United States Congress. 

“(b) For the purpose of Federal income, estate, and gift taxes, gifts and be- 
quests accepted by the Director shall be deemell to be a gift or bequest to or for 
t he use of the United States.” 

Sec. 3. Insert the heading “TITLE I— DEFINITIONS AND GENERAL AU- 
THORITIES” before the section title, “definitions”, of section 1 of the Central 
Intelligence Agency Act of 1949, as amended. 

Sec. 4. The Central Intelligence Agency Act of 1949, as amended, is further 
amended by the addition of title II as follows : 

4 TITLE II— THE CENTRAL INTELLIGENC E AGENCY RETIREMENT AND 

DISABILITY SYSTEM 

“Part A — Establishment of System 
“rules and regulations 

“Sec. 201. (a) The Director may prescribe rules and regulations for the 
establishment and maintenance of a Central Intelligence Agency retirement 
and disability system, referred to hereafter as the system. 
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“(b) The Director shall administer the system in accordance with such rules 
and regulations and with the principles established by this Act. 

“establishment and maintenance of fund 

“Seo. 202. There is hereby created a fund to be known as the Central Intelli- 
gence Agency retirement and disability fund which shall be maintained by the 
Director. The Central Intelligence Agency retirement and disability fund is 
referred to hereafter in this title as the fund. 

“participants 

“Sec. 203. The Director may designate from time to time such Agency officers 
and employees, hereafter referred to as participants, who shall be entitled to 
the benefits of the system. 

“annuitants 

“Seo. 204. (a) Annuitants shall be persons who are receiving annuities from 
tlie fund anil all persons, including surviving wives and husbands, widows, 
dependent widowers, children, and beneficiaries of participants or annuitants 
who shall become entitled to receive annuities in accordance with the provisions 
of this Act. 

“(b) When used in this title the term — 

“(1) ‘Widow’ means the surviving wife of a participant who was married to 
such participant for at least two years immediately preceding his death or is 
the mother of issue by such marriage. 

“(2) ‘Dependent widower’ means the surviving husband of a participant who 
was married to such participant for at least two years immediately preceding 
her death or is the father of issue by such marriage, and who is incapable of 
self-support by reason of mental or physical disability, and who received more 
than one-half of his support from such participant. 

“(8) ‘Child’ means an unmarried child, under the age of eighteen years, or 
such unmarried child regardless of age who, because of physical or mental dis- 
ability incurred before age eighteen, is incapable of self-support. In addition 
to the offspring of the participant and his or her spouse, the term includes (a) 
an adopted child, and (b) a stepchild or recognized natural child who received 
more than one-half of his support from the participant. 

“Part B — Compulsory Contributions 

“Seo. 211. (a) Six and one-half per centum of the basic salary received by 
each participant shall be contributed to the fund for the payment of annuities, 
cash benefits, refunds, and allowances. An equal sum shall also be contributed 
from the respective appropriation or fund which is used for payment of his 
salary. The amounts deducted and withheld from basic salary together with 
the amounts so contributed from the appropriation or fund, shall be deposited 
by the Agency to the credit of the fund. 

“(b) Each participant shall be deemed to consent and agree to such deductions 
from basic salary, and payment less such deductions shall be a full and complete 
discharge and acquittance of all claims and demands whatsoever for all regular 
services during the period covered by such payment, except the right to the 
benefits to which he shall be entitled under this Act, notwithstanding any law, 
rule, or regulation affecting the individual’s salary. 

“Part C — Computation of Annuities 

“Sec. 221. (a) The anriuity of a participant shall be equal to 2 per centum 
of his average basic salary for the highest five consecutive years of service, for 
which full contributions have been made to the fund, multiplied by the number 
of years, not exceeding thirty-five, of service credit obtained in accordance with 
the provisions of sections 251, 252, and 253. In determining the aggregate period 
of service upon which the annuity is to be based, the fractional part of a month, 
if any, shall not be counted. 

“(b) At the time of retirement, any married participant may elect to receive 
a reduced annuity and to provide for an annuity payable to his wife or her hus- 
band, commencing on the date following such participant’s death and terminating 
upon the death of such surviving wife or husband. The annuity payable to the 
surviving wife or husband after such participant’s death shall be 50 per centum 
of the amount of the participant’s annuity computed as prescribed in paragraph 
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i a) of this section,, up to the full amount of such annuity specified by him as the 
base for the survivor benefits. The annuity of ithe participant making such elec- 
lion shall be reduced by 2(4 per centum of anji amount up to $2,400 he specifies 
ns the base for the survivor benefit plus 10 per centum of any amount over 
12, 400 so specified. 

“(c) (1) If an annuitant dies and is survived by a wife or husband and by a 
child or children, in addition to the annuity payable to the surviving wife or 
husband, there shall be paid to or on behalf of <>ach child an annuity equal to the 
smallest of: (i) 40 per centum of the annuitant's average basic salary, as deter- 
mined under paragraph (a) of this section, divided by the number of children; 
ii) $600; or (iii) $1,800 divided by the numter of children. 

“(2) If an annuitant dies and its not survived by a wife or husband but by a 
child or children, each surviving child shall be paid an annuity equal to the 
smallest of; (i) 50 per centum of the annuitant’s average basic salary, as deter- 
mined Under paragraph (a) of this section, divided by the number of children; 
ii) $720; or (iii) $2,160 divided by the nunjber of children. 

“(d) If a surviving wife or husband dies or the annuity of a child is ter- 
minated, the annuities of any remaining children shall be recomputed and paid 
ns though such wife, husband, or child had no ; survived the participant. 

“(e) The annuity payable to a child under paragraph (c) or (d) of this 
uection shall begin on the first day of the next, month after the participant 
dies and such annuity or any right thereto shall be terminated upon death, 
marriage, or attainment of the age of eighteen years, except that, if a child is 
i ncapable of self-support by reasons of mental or physical disability, the annuity 
; shall be terminated only when such child dies, marries, or recovers from such 
disability. 

“(f) At the time of retirement an unmarried participant may elect to receive 
i reduced annuity and to provide for an annuity equal to 50 per centum of the 
-educed annuity payable after his or her death to a beneficiary whose name 
shall be designated in writing to the Director). The annuity payable to a par- 
ticipant making such election shall be reduced by 10 per centum of an annuity 
computed as provided in paragraph (a) of this section and by 5 per centum of 
rn annuity so computed for each full five years the person designated is younger 
:han the retiring participant, but such tot# reduction shall not exceed 40 
per centum. No such election of a reduced annuity payable to a beneficiary 
shall be valid until the participant shall have satisfactorily passed a physical 
examination as prescribed by the Director. The annuity payable to a beneficiary 
under the provisions of this paragraph shall >egin on the first da;.' of the next 
month after the participant dies. Upon the death of the surviving beneficiary 
all payments shall cease and no further annuity payments authorized under 
this paragraph shall be due or payable. 

“Past D — Benefits Accruing to Certain Participants 

'“RETIREMENT FOR DISABILITY OR INCAPACITY PHYSICAL EXAMINATION 

RECOVERY 

“Sec. 231. (a) Any participant who has five years of service credit toward 
retirement under the system, excluding military or naval service that is credited 
in accordance with provisions of section 251 or 252(a)(2), and who becomesi 
totally disabled or incapacitated for useful land efficient service by reason of 
disease, illness, or injury not due to vicioud habits, intemperance, or willful 
misconduct on his part, shall, upon his own application or upon order of the 
Director, be retired on an annuity computed as prescribed in section 221. If 
the disabled or incapacitated participant has less than twenty years of service 
credit toward his retirement under the system at the time he is retired, his 
annuity shall be computed on the assumption that he has had twenty years of 
service, but the additional service credit that may accrue to a participant under 
this provision shall in no case exceed the difference between his age at the time 
of retirement and the mandatory retirement age applicable to his grade in the 
Agency. 

“(b) In each case, the participant shall bd given a physical examination by 
one or more duly qualified physicians or surgeons designated by the Director to 
conduct examinations, and disability shall be determined by the Director on the 
basis of the advice of such physicians or surgeons. Unless the disability is per- 
manent, like examinations shall be made annually until the annuitant lias reached 
the statutory mandatory retirement age for his grade in the Agency. If the 
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Director determines, on the basis of the advice of one or more duly qualified 
physicians or surgeons conducting such examinations that an annuitant has re- 
covered to the extent that he can return to duty, the annuitant may apply for 
reinstatement or reappointment in the Agency within one year from the date his 
recovery is determined. Upon application the Director may reinstate any such 
recovered disability annuitant in the grade in which he was serving at time of 
retirement, or the Director may, taking into consideration the age, qualifications, 
/and experience of such annuitant, and the present grade of his contemporaries in 
the Agency, appoint him. to a grade higher than the one in which he was serving 
prior to retirement. Payment of the annuity shall continue until a date six 
months after the date of the examination showing recovery or until the date of 
reinstatement or reappointment in the Agency, whichever is earlier. Fees for 
examinations under this provision, together with reasonable traveling and other 
expenses incurred in order to submit to examination, shall be paid out of the 
fund. If the annuitant falls to submit to examination as required under this 
section, payment of the annuity shall be suspended until continuance of the dis- 
ability is satisfactorily established. 

“(e) If a recovered disability annuitant whose annuity is discontinued Is 
for any reason not reinstated or reappointed In the Agency, he shall bo considered 
to have been separated within the meaning of section 234 as of the date he was 
retired for disability and he shall, after the discontinuance of the disability an- 
nuity, be entitled to the benefits of that section or of section 241(a) except that 
he may elect voluntary retirement in accordance with the provisions of section 
233 if he can qualify under its provisions. 

“(d) No participant shall be entitled to receive an annuity under this Act and 
compensation for injury or disability to himself under the Federal Employees’ 
Compensation Act of September 7, 1910, as amended, covering the same period of 
time. This provision shall not bar the right of any claimant to the greater bene- 
fit conferred by either Act for any part of the same period of time. Neither this 
provision nor any provision of the said Act of September 7, 1916, as amended, 
shall be so construed as to deny the right of any person to receive an annuity 
under this Act by reason of his own services and to receive concurrently any 
payment under such Act of September 7, 1916, as amended, by reason of the 
death of any other person. 

“(e) Notwithstanding any provision of law to the contrary, the right of any 
person entitled to an annuity under this Act shall not be affected because such 
person has received an award of compensation in a lump sum under section 14 
of the Federal Employees’ Compensation Act of September 7, 1916, as amended, 
except that where such annuity is payable on account of the same disability for 
which compensation under such section has been paid, so much of such compensa- 
tion as has been paid for any period extended beyond the date such annuity 
becomes effective, as determined by the Secretary of Labor, shall be refunded to 
the Department of Labor, to be paid into the Federal employees’ compensation 
fund. Before such person shall receive such annuity he shall (1) refund to 
the Department of Labor the amount representing such computed payments for 
such extended period, or (2) authorize the deduction of such amount from the 
annuity payable to him under this Act, which amount shall be transmitted to 
such Department for reimbursement to such fund. Deductions from such annuity 
may be made from accrued and accruing payments, or may be prorated against 
and paid from accruing payments in such maimer as the Secretary of Labor shall 
determine, whenever he finds that the financial circumstances of the annuitant 
are such as to warrant such deferred refunding. 

“death in service 

“Sec. 232. (a) In case a participant dies and no claim for annuity is payable 
under the provisions of this Act, his contributions to the fund, with interest at 
the rates prescribed in sections 241(a) and 281(a), shall be paid in the order of 
precedence shown in section 241(b). 

“(b) If a participant, who has at least five years of service credit toward 
retirement under the system, excluding military or naval service that is credited 
in accordance with the provisions of section 251 or 252(a) (2), dies before sep- 
aration or retirement from the Agency and is survived by a widow or a dependent 
widower, as defined in section 204, such widow or dependent widower shall he 
entitled to an annuity equal to 50 per centum of the annuity computed in accord- 
ance with the provisions of pargraph (e) of this section and of section 221(a). 
The annuity of such widow or dependent widower shall commence on the date 
following death of the participant and shall terminate upon death of the widow 
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or dependent widower, or upon the dependent! widower’s becoming capable of 
self-support. 

“(c) If a participant who has at least five years of service credit toward 
retirement under the system excluding military or naval service thai; is credited 
in accordance with the provisions of section 2M or 252(a) (2), dies before sep- 
aration or retirement, from the Agency and is survived by a wife or a husband 
and a child or children, each surviving child shall be entitled to an annuity com- 
puted in accordance with the provisions of section 221(c)(1). The child’s 
annuity shall begin and be terminated in accordance with the provisions of 
section 221(c). Upon the death of the surviving wife or husband or termination 
of the annuity of a child, the annuities of any remaining children shc.ll be recom- 
puted and paid as though such wife or husband or child had not survived the 
participant. ] 

“(d) If a participant who has at least five years of service credit toward 
retirement under the system, excluding military or naval service that is credited 
i:i accordance with the provisions of section 2ql or 252(a) (2), dies before sepa- 
ration or retirement fund from the Agency and is not survived by a wife or 
husband, but by a child or children, each surviving child shall be entitled to an 
annuity computed in accordance with the provisions of section 221(c) (2). The 
child’s annuity shall begin and terminate in accordance with the provisions of 
section 221(e). Upon termination of the annuity of a child, the annuities of 
any remaining children shall be recomputed and paid as though that child had 
never been entitled to the benefit. 

“(e) If, at the time of his or her death, the participant had less than twenty 
years of service credit toward retirement under the system, the annuities pay- 
able in accordance with paragraph (b) of this section shall be computed in 
accordance with the provisions of section 221 on the assumption he or she has 
tad twenty years of service, but the additional service credit that may accrue 
to a deceased participant under this provision shall in no case exceed the differ- 
ence between his or her age on the date of deajth and the mandatory retirement 
age applicable to his or her grade in the Agency. In all cases arising under 
paragraphs (b), (c), (d), or (e) of this section, it shall be assumed that the 
deceased participant was qualified for retirement on the date of his death. 

“VOLUNTARY RETIREMENT 

“Sec. 233. Any participant in the system who is at least fifty years of age 
f nd has rendered twenty years of service, incljuding service within the meaning 
of section 253, may on his own application and with the consent of the Director 
1 e retired from the Agency and receive benefits in accordance with the provisions 
cf section 221. 

“discontinued service retirement 

“Sec. 234. (a) Any participant who separates from the Agency after obtain- 
ing at least five years of service credit toward retirement under the system, 
excluding military or naval service that is credited in accordance with the 
provisions of section 251 or 252(a) (2). may, upon separation from, the Agency 
or at any time prior to becoming eligible for an annuity, elect to have his con- 
tributions to the fund returned to him in accordance with the provisions of 
section 241, or (except in cases where the Director determines that separation 
urns based in whole or in part on the ground ojE disloyalty to the United States) 
to leave his contributions in the fund and receive an annuity, computed as pre- 
scribed in section 221, commencing at the age oi; sixty years. 

“(b) If a participant who has qualified in accordance with the provisions of 
sections 241 and 281. , 

“(c) The Director may in his discretion retire participants m grade G8-14 
and above to promote the efficiency of the Agency and they shall receive retire- 
ment benefits in accordance with the pro visions »f section 221. 

“(d) The Director may in Iris discretion retire participants in grade GS-13 
and below to promote the efficiency of the Agency and each such officer shall 

receive — , . . 

“(1) one-twelftli of a year’s salary at his then current salary rate for 
each year of service and proportionately for a fraction of a year, but not 
exceeding a total of one year’s salary at his then current salary rate, pay- 
able without interest, from the fund, in three equal installments on the 1st 
day of January following the officer’s Retirement and on the two anni- 
versaries of this date immediately following: Provided , That in special 
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cases, the Director may in his discretion accelerate or combine the install- 
ments ; and 

“ (2) a refund of the contributions made to the fund, with interest as pro- 
vided in section 241(a), except that in lieu of such refund such officer, 
if he has at least five years of service credit toward retirement under the 
system, excluding military or naval service that is credited in accordance 
with the provisions of section 251 or 252(a), may elect to receive retirement 
benefits on reaching the age of sixty in accordance with the provisions of 
section 221. In the event that an officer who was separated from grade 
GS-13 or GS-12 and who has elected to receive retirement benefits dies 
before reaching the age of sixty, his death shall be considered a death in 
service within the meaning of section 232. In the event that an officer who 
was separated from grade GS-11 or below and who has elected to receive 
retirement benefits dies before reaching the age of sixty, the total amount 
of his contributions made to the fund, with interest as provided in section 
241(a), shall be paid in accordance with the provisions of section 241(b). 

“(e) Notwithstanding the provisions of section 3477 of the Revised Statutes, 
as amended (31 U.S.C. 203) or the provisions of any other law, an Agency 
officer who is retired in accordance with the provisions of section 234(d) shall 
have the right to assign to any person or corporation the whole or any part 
of the benefits receivable by him pursuant to paragraph (d) (1) of this section. 

“mandatory retirement for age 

“Seo. 235. (a) Any participant in the system is grade GS-18 or above, shall 
upon reaching the age of sixty-five be retired from the Agency and receive re- 
tirement benefits in accordance with the provisions of section 221, but when- 
ever the Director shall determine it to be in the public interest, he may extend 
such an officer’s service for a period not to exceed five years. 

“(b) Any participant in the system, other than in grade GS-18 or above, shall 
upon reaching the age of sixty, be retired from the Agency and receive retire- 
ment benefits in accordance with the provisions of section 221, but whenever 
the Director shall determine it to be in the public interest, he may extend such 
an officer’s service for a period not to exceed five years. 

“Part E — Disposition of Contributions and Interest in Excess of Benefits 

Received 

“Sec. 241. (a) Whenever a participant becomes separated from the Agency 
without becoming eligible for an annuity or a deferred annuity in accordance 
with the provisions of this Act, the total amount of contributions from his salary 
with interest thereon at 4 per centum per annum, compounded annually as of 
December 31, and proportionately for the period served during the year of 
separation including all contributions made during or for such period, except as 
provided in section 281, shall be returned to him. 

“(b) In the event that the total contributions of a retired participant, other 
than voluntary contributions made in accordance with the provisions of section 
281, with interest at 4 per centum per annum compounded annually as is pro- 
vided in paragraph (a) of this section added thereto, exceed the total amount 
returned to such participant or to an annuitant claiming through him, in the form 
of annuities, accumulated at the same rate of interest up to the date the an- 
nuity payments cease under the terms of the annuity, the excess of the accumu- 
lated contributions over the accumulated annuity payments shall be paid in the 
following order of precedence, upon the establishment of a valid claim therefor, 
and such payment shall be a bar to recovery by any other person : 

“(1) To the beneficiary or beneficiaries designated by the retired participant 
in writing to the Director ; 

“(2) If there be no such beneficiary, to the surviving wife or husband of 
such participant ; 

“(3) If none of the above, to the child or children of such participant and 
descendants of deceased children by representation ; 

“(4) If none of the above, to the parents of such participant or the survivor 
of them ; 

“(5) If none of the above, the duly appointed executor or administrator of the 
estate of such participant ; 

“(6) If none of the above, to other next of kin of such participant as may be 
determined by the Director in his judgment to be legally entitled thereto. 
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“(c) No payment shall be made pursuant to paragraph (b) (6) of this section 
until after the expiration of thirty days from the death of the retired, participant 
or his surviving annuitant. 

“Past F — Period for Service ipor Annuities 

“COMPUTATION OP UENGT1I OF SERVICE! 

“Sec. 251. For the purpose® of this title, the period of service of a participant 
saall be computed from the date he becomes a participant under the provisions 
of this Act, but all periods of separation from the Agency and so much of any 
b saves of absence without pay as may exceed si x months in the aggregate in any 
calendar year shall be excluded, except leaves of absence while receiving benefits 
under the Federal Employees’ Compensation Act of September 7, 1916, as 
amended, and leaves of absence granted participants while performing active 
and honorably military or naval service in the Army, Navy, Air Force, Marine 
Corps, or Coast Guard of the United Sta tes. 

“PRIOR SERVICE CRjEDIT 

“Sec. 252. (a) A participant may, subject to the provisions of this section, in- 
clude in his period of service — 

“(1) civilian service in the executive, judicial, and legislative branches of 
the Federal Government and in the District of Columbia government, prior 
to becoming a participant ; and 

“(2) active and honorable military or naval sendee in the Army, Navy, 
Marine Corps, Air Force, or Coast Guard of the United States. 

“(b) A person may obtain prior civilian service credit in accordance with 
the provisions of paragraph (a) (1) of this section by making a special con- 
tribution to the fund equal to 5 per centum of his basic annual salary for each 
j ear of service for which credit is sought prior to November 8, 1960, and at 6% 
l:e r centum thereafter with interest compounded annually at 4 per centum per 
annum to the date of payment. Any such person may, under such conditions 
i s may be determined in each instance by the Director, pay such special con- 
tributions in installments. 

“(c)(1) If an officer or employee under some other Government retirement 
system becomes a participant in the system by direct transfer, such officer or 
employee’s total contributions and deposits, including interest accrued thereon, 
except voluntary contributions, shall be: transferred to the fund effective as of 
the date such officer or employee becomes a participant in the system. Each 
such officer or employee shall be deemed to consent to the transfer of such funds 
t nd such transfer shall be a complete discharge and acquittance of all claims 
tnd demands against the other Government retirement fund on account of 
service rendered prior to becoming a participant in the system. 

“(2) No officer or employee, whose contributions are transferred to the fund 
in accordance with the provisions of paragraph (c) (1) of this section, shall 
be required to make contributions in addition to those transferred, for periods 
of service for which full contributions were mape to the other Government retire- 
ment fund, nor shall any refund be made to any sucb officer or employee on 
account of contributions made during any period to the other Government retire- 
ment fund, at a higher rate than that fixed by section 211 of this Act for con- 
1 ributions to the fund. 

“(3) No officer or employee, whose contributions are transferred to the fund 
in accordance with the provisions of paragraph (c)(1) of this section, shall 
receive credit for periods of service for which i. refund of contributions has been 
made, or for which no contributions were made to the other Government retire- 
ment fund. A participant may, however, obtain credit for such prior service 
by making a special contribution to the fund in accordance with the provisions 
of paragraph (b) of this section. 

“(d) No participant may obtain prior civilian service credit toward retire- 
ment under the system for any period of civilian service on the basis of which 
lie is receiving or will in the future be entitled to receive any annuity under 
another retirement system covering civilian i ersonnel of the Government. 

“(e) A participant may obtain prior military or naval service credit in 
accordance with the provisions of paragraph (a) (2) of this section by applying 
l or it to the Director prior to retirement or separation from the Agency. How- 
ever in the case of a participant who is eligible for and receives retired pay 
on account of military or naval service, the jltriod of service upon which such 
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retired pay is based shall not be included, except that in the case of a par- 
ticipant who is eligible for and receives retired pay on account of a service- 
connected disability incurred in combat with an enemy of the United States or 
caused by an instrumentality of war and incurred in line of duty during a 
period of war (as that term is used in chapter 11 of title 38, United States 
Code), or is awarded under chapter 67 of title 10 of the United States Code, 
the period of such military or naval service shall be included. No contributions 
to the fund shall be required in connection with military or naval service 
credited to a participant in accordance with the provisions of paragraph (a) (2) 
of this section. 

“credit for service at tjn healthful posts 

“Sec. 253. The Director may from time to time establish a list of places which 
by reason of climatic or other extreme conditions are to be classed as unhealth- 
ful posts, and each year of duty at such posts inclusive of regular leaves of 
absence, of participants hereafter retired, shall be counted as one year and a 
half, and so on in like proportion in reckoning the length of service for the pur- 
pose of retirement, fractional months being considered as full months in com- 
puting such service, but no such extra credit for service at such unhealthful 
posts shall be credited; to any participant who shall have been paid a salary 
differential for such service. 

“credit for service while on military leave 

“Sec. 254. Contributions shall not be required covering periods of leave of 
absence from the Agency granted a participant while performing active military 
or naval service in the Army, Navy, Air Force, Marine Corps, or Coast Guard of 
the United States. 

“Part G — Moneys 
“estimate of appropriations needed 

“Sec. 261. The Director shall prepare the estimates of the annual appropria- 
tions required to be made to the fund, and shall cause to be made actuarial 
valuations of the fund at intervals of five years, or oftener if deemed necessary 
by him. 

“investment of moneys in the fund 

“Sec. 262, The Director may, with the approval of the Secretary of the Treas- 
ury, invest from time to time in interest-bearing securities of the United States 
such portions of the fund as in his judgment may not be immediately required for 
the payment of annuities, cash benefits, refunds, and allowances, and the income 
derived from such investments shall constitute a part of such fund. 

“attachment of moneys 

“Sec. 263. None of the moneys mentioned in this title shall be assignable either 
in law or equity, or be subject to execution, levy, attachment, garnishment, or 
other legal process, except as provided in section 234 (e) . 

“Part PI — Annuitants Recalled, Reinstated, or Reappointed in the Agency, 
or Reemployed in the Government 

“recall 

“Sec. 271. (a) The Director may recall any annuitant to duty in the Agency 
whenever he shall determine such recall is in the public interest. 

“(b) Any annuitant recalled to duty in the Agency or reinstated or reappointed 
in accordance with the provisions of section 231(b) shall, while so serving, be 
entitled in lieu of his annuity to the full salary of the grade in which he is 
serving. During such service, he shall make contributions to the fund in accord- 
ance with the provisions of section 211. When he reverts to his retired status, 
his annuity shall be determined anew in accordance with the provisions of section 
221 . 

“reemployment compensation 

“Sec. 272. (a) Notwithstanding any other provision of law, any officer or 
employee of the Agency, who has retired under this Act, as amended, and is 
receiving an annuity pursuant thereto, and who is reemployed in the Federal 
Government service in any appointive position either on a part-time or full-time 
■basis, shall be entitled to receive the salary of the position in which he is serving 
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plus so much of his annuity payable under thii! 
combined with such salary does not exceed duji' 
salary such officer or employee was entitled to 
nient from the Agency. Any such reemployed 
salary during any calendar year in excess of 
may be entitled to receive under this paragraph 
in lieu of benefits hereunder. 

“(b) When any such retired officer or cm pi 
the employer shall send a notice to the AgcncV 
with all pertinent information relating thereto 
officer or employee the salary of the position in vs 
“(c) In the event of any overpayment unde 
shall be recovered by withholding the am' 
payable to such reemployed officer or employe^, 
eluding his annuity, payable in accordance w" 


ojyee of the Agency is reemployed, 
of such reemployment together 
and shall pay directly to such 
hich he is serving. 

:jr this section, such overpayment 
^>unt involved from the salary 
or from any other moneys, in- 
ilth the provisions of this title. 


“REEMPIOTMENY 


“Sec. 273. Notwithstanding the provisions of 
tion 62, and title 5, United States Code, sectidr 
ployee retired under the provisions of this Act fe 
status, be barred from employment in Federal 
I ointive position for which he is qualified. * ’ 
serve at the will of the appointing officer. 


title 5, United States Code, sec- 
n 715a, an Agency officer or em- 
ph all not, by reason of his retired 
Government service in any ap- 
n annuitant so reemployed shall 


Ar 


“Part I — Voluntary Contributions 


“Sec. 281. (a) Any participant may, at his 
as may be prescribed by the Director, deposit] 

1 per centum of his basic salary, but not in 
salary, which amounts together with interest 
pounded annually as of December 31, and pro 
c uring the year of his retirement, including all! 
such period, shall, at the date of his retiremef 
“ ( 1 ) returned to him in lump sum ; or 
“ (2) used to purchase an additional life 
“(3) used to purchase an additional lift 
vide for a cash payment on his death to 
notified in writing to the Director by the pa: 

“(4) used to purchase an additional li: 
annuity commencing on his death payable 
be notified in writing to the Director by 
return to the beneficiary or his legal repr] 
the cash payment referred to in subparagra;' 
“(b) The benefits provided by subparagraph 
>) of this section shall be actuarially equivat 
•nded for by subparagraph (a)(1) of this secj;i 
such tables of mortality as may be from time ' 
]>y til© Director. 

“(c) In case a participant shall become se; 
•eason except retirement on an annuity, the aj 
with interest at 3 per centum per annum, compi 
(a) of this section, made by him under the provj 
he refunded in the manner provided in section 
md interest in the case of death or separation 
“(d) Any benefits payable to an officer or 
idditional deposits provided under this section 
otherwise provided under this title.” 

Mr. Rivers. Now, Mr. McCone, the a 
x> hear your statement. 

Mr. McCone. Thank you, Mr. Chairin 
Mr. Bates. Do we have copies? 

Mr. Rivers . Do we have copies of yo 
Mr. McCone. No, I have no copy of 
Mr. Rivers. Go right ahead. 


: thfi: 


s Act, as amended, which when 
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receive on the date of his retire- 
officer or employee who receives 
the maximum amount which he 
shall be entitled to such salary 


dption and under such regulations 
tj additional sums in multiples of 
bxcess of 10 per centum of such 
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iportionat.ely for the period served 
contributions made during or for 
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•pt ; 


4nnuity ; or 

annuity for himself and to pro- 
beneficiary whose name shall he 
iticipant ; or 

fo annuity for himself and a life 
to a beneficiary whose name shall 
iie participant with a guaranteed 
■fesentative of an amount equal to 
t)h (3) above. 

hs (2), (3), or (4) of paragraph 
ent in value to the payment pro- 
ton and shall be calculated upon 
time prescribed for this purpose 
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jiarated from the Agency for any 
mount of any additional deposits 
cunded as Is provided :in paragraph 
isions of said paragraph (a) shall 
241 for the return of contributions 
from the Agency. 

his beneficiary In respect to the 
jshall be In addition to the benefits 


to 


qmmitteo will be very pleased 
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statement ? 

[is statement. It is very brief. 
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This is not classified ? 

Mr. McCone. It is unclassified. It is a very general statement, sir. 

Mr. Rivers. Fine. 

STATEMENT OF JOHN A. McCONE, DIRECTOR OF CENTRAL 
INTELLIGENCE 

Mr. McCone. It gives me great pleasure to appear before you to 
open the hearings on H.R. 7216, to amend the Central Intelligence Act 
of 1949 in the manner which will bo discussed in detail by me and my 
duputy, General Carter 

Mr. Rivers. Could you speak just a little louder, please ? 

Mr. McCone (continuing). And other representatives of the Cen- 
tral Intelligence Agency this morning. 

It is my pleasure to introduce them. 

On my right is Lt. Gen. Marshall S. Carter, who is the Deputy 
Director of Central Intelligence. 

Mr. Richard Helms, Deputy Director for Plans. 

And Mr. Lawrence R. Plouston, who is the General Counsel of the 
Central Intelligence Agency. 

I have now been associated with the Central Intelligence Agency for 
almost 2 years and I have been Director since the 29th of November 
1961. 

During the period of my service with Secretary Forrestal in 1947 
and 1948, and as Under Secretary of the Air Force in 1950 and 1951, 
and more recently as Chairman of the Atomic Energy Commission 
in 1958 to 1961, 1 naturally had a, very considerable contact with CIA. 
Hence, through direct participation in recent years, and through a less 
intimate but still important contact over a long period of time, I have 
been able to personally evaluate the quality, integrity, and the dedica- 
tion of the employees of the Agency. 

It is my belief that the caliber of the personnel of the Agency is un- 
equalled in any other agency of Government and, for that matter, any 
private industry with which I have been associated. I can say very 
frankly that I have never been surrounded by a group of men of 
greater intellectual quality or more sincere dedication of purpose than 
the men associated with me in the Central Intelligence Agency. 

For the most part, the senior men and women in the Agency possess 
a most unusual academic background, and, in addition, extending over 
a high degree of professionalism gained through uninterrupted service 
extending over a great many years with the CIA and its predecessor 
organizations. 

M ith world conditions as they are, and in view of the serious re- 
sponsibilities assigned to the Central Intelligence Agency by law or by 
Presidential directives, I believe it essential that the superb qualty of 
men and women of CIA be maintained and indeed be improved, and, 
moreover, that the dedication of these employees be recognized by the 
provision of adequate benefits. 

J- believe the enactment of this legislation will be a positive step in 
this direction. The legislation will significantly improve the career 
structure of the Agency and will permit greater efficiency in personnel 
management of the Agency. 

As this committee knows, this legislation is designed to establish 
a Central Intelligence Agency retirement system which will be similar 
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to the retirement system of the Foreign Service, which extends also 
to personnel of other departments of (government who operate ex- 
tensively abroad. This retirement system differs importantly from 
that of the Civil Service, which is designed to meet the requirements 
of domestic employment. 

Other provisions of the bill are mainly technical in nature and 
merely bring the Central Intelligence— — 

Mr. Gavin. I wonder if the gentleman will talk a little louder, 
please. 

Mr. McCone. Yes. 

Other provisions of the bill are mainly technical in nature and 
merely bring the Central Intelligence Agency Act of 1949 in line 
with authorities already existing in the Foreign Service Act, and in 
other legislation. Some of these arrangements are new to CIA, but 
none is new in Government, and there qre precedents for each one as 
will be shown in today’s presentation. 

The task of the Central Intelligence Agency is a most serious and 
difficult one. We are charged by law with the responsibility of 
furnishing to the President and his po icy advisers evaluations con- 
cerning the intentions of other countries, most particularly of the 
Communist bloc. Upon these evaluations hinge a great many basic 
decisions which affect the security and the future of the United States, 
and, for that matter the free world. 

We in the Government can afford nothing less than the best in 
persomiel who shoulder this responsibility, and the proposed Central 
Intelligence Agency retirement system will in my opinion do a great 
deal in maintaining the quality of that which we now have and in 
encouraging its continual improvement. 

I therefore heartily endorse tins legislation, and I urge its early 
and favorable consideration by the Congress. 

As this committee knows, Lt. Gen. Marshall Carter, Deputy Director 
of Central Intelligence, serves as the Gqneral Manager of the Central 
Intelligence Agency. This is a necessary arrangement if I, as the 
President’s principal intelligence officer, am to be free to consider 
problems of the intelligence community t s a whole. 

General Carter, therefore, is the; man in CIA most familiar with all 
of the details of this legislation and best equipped to present the 
matter to you and to answer your questions. 

However, this is a subject which has been close to me :.n CIA and 
in the State Department when I was studying this problem as a 
member of Secretary Dulles’ personnel policy committee, and also in 
the Defense Department as well. 

In introducing General Carter and asking that he continue this 
presentation, I wish to assure you of ipy support of this legislation 
and my desire to answer any questions jyou may care to direct to me. 

General Carter. . 

Mr. Rivers. Are there any questions to the Director? Because he 
has a very import ant engagement. 

Mr. Bennett. Was an approximation made on the cost of this? 

Mr. Rivers. General Carter is going to testify to the cost of every- 
thing. 

Mr. McCone. That is correct. 

General Carter. Yes, sir; I will testify subsequently. 
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Mr. Rivers. Since General Carter will be the principal repre- 
sentative of Mr. McCone, unless the committee has any special ques- 
tions of the Director, we could excuse him and just hear from General 
Carter, who will be here — you will be here all the time ? 

General Carter. Yes, sir. 

Mr. Rivers. Are there any questions of the Director ? 

(No response.) 

Mr. Rivers. Mr. McCone, we thank you for coming up and for 
your testimony. We will excuse you now, because I know of your 
important meeting. We will hear from General Carter, and, if we 
need you, we will send for you. 

Mr. McCone. Thank you very much, Mr. Chairman. 

Mr. Rivers. Thank you very much. 

General Carter, we will hear from you now. 

You may proceed, sir. 

General Carter. As you have been told by Mr. McCone 

Mr. Rivers. Now, do we have a copy of your statement ? 

General Carter. Tes, sir; I shall follow closely our statement of 
justification and explanation, which has been distributed to you. 

Mr. Rivers. Let us find your statement first. 

General Carter. And I shall try to answer questions as they are 
asked. 

Mr. Rivers. What page is this now ? 

Mr. Blandeord. It is the first page. 

Mr. Wilson. Part A, first section ; is that right ? 

General Carter. I am now starting on part A. 

Mr. Blandford. Purpose. 

General Carter. Purpose of the proposed bill. 

Mr. Blandford. Yes, sir; section 1, improved retirement system. 

Mr. Rivers. Good. You may proceed. 

General Carter. The proposed bill permits the Agency to im- f 
prove its retirement program by authorizing the establishment of a 
retirement system corresponding to that of the Foreign Service. 

We need to attract ana retain a force of highly motivated career- 
ists who are intensively trained in unique skills. However, we are 
unable to provide full-term careers for many individual officers. ’ 

In order to minimize the adverse effect of necessary programs of 
managed attrition and to preserve our ability to recruit and retain 
the high-caliber personnel we need, we must make reasonable pro- 
vision for the futur es of those individu als wh ornTro “mush separate" 
bef ore they h ave comploio d~a l ull-term career of 30 years or more. 
Therefore, we are “adding to the Central Intelligence Agency Act 
of 1949, as amended, a new title II, which will establish for a lim- 
ited number of our employees a retirement and disability system 
corresponding to that established for persons serving in the Foreign 
Service of the Department of State. ’ 

Section 4 of the original act was drafted to extend to Agency 
employees serving overseas travel expenses and oversea allowances 
similar to those extended to Foreign Service personnel. 

Section 2 of the new act will make appropriate modification to 
bring this up to date. 

Also included are certain other amendments which have been de- 
termined to be necessary, and which we will discuss in detail later. 

Mr. Hardy. Excuse me. 
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Mr. Chairman, are we going to come 
point we want to raise questions on \ 

Mr. Rivers. I wish that you would 
long. If the committee doesn’t mind, I 
to complete his statement. And if yo 
ome back. Because I think a lot of 1 
things I believe will become clearer.. 

Mr. Hardy. I want to just get an un 
Mr. Chairman. 

Mr. Rivers. Let’s do that. 

General, you complete your statement 
you. 

General Carter. Yes, sir. 

As pointed out by Mr. McCone, al 
Central Intelligence Agency are at p 
visions of the Civil Service Retirement 
p ropriate for thos e whos e cond itions, 
S m-vif f. are com pa rable to t hose of Fe< 
'"However, we have a serious problem 
adequate provision for certain of our e 
tired at an earlier age, and with a morej 
l e presently provided under the Civil Sejr 
need stems from the fact t hat we c anno t 
"l tufivi duals in bur service, aTnlT-telnP' 


back — should we mark the 

because this statement is 
would like for the general 
i would mark it we could 
hese things — a lot of these 


derstanding as to procedure, 


and we will come back to 


regular employees of the 
•esent covered by the pro- 
Act. T his coverage is ap - 
obligations, and__terms of 
qeraT employees^ generally, 
in our need to make more 
-ployees who should be re-' 
equitable annuity than can 
•vice Retirement .-let. This 
provide or expe ct from many 
forking Yaree r oT 30 years or 


ern 


more. ... 

The nature of our mission requires p^ 
rated, who have developed and can deyej] 
abilities through their continuing trainC 
over a long period of time. A substan 
accept, as do members of the military se 
anywhere at any time for any period of 
but at the direction of the Agency. An 
duty on a 24-liour -a-day basis, just as are 

Further, the stresses and strains of un 
hours, duty in unhealthful locations, 
quire people who have a high degree of 
■dtality, and endurance. . 

There are other- factors pertaining to 
which over the years limit their ability 1 
: n oversea service. 

Our experience has shown that many 
families will in time incur physical diffi 


which limit or preclude their furv.her ai 
■reme climates and inferior medical fa' 1 
make living abroad less healthful than 
Americans, also because of the advan 
health in this country, have failed to dee 
which most foreigners seem to develop 
countries. Consequently, Americans ar 
inhabitants to the diseases of a particulai 
Finally, there i s motivational exhaust. 
scribe a gradual lessening of interest - 
as a result of long and continued impu 
family life. 


leople who are highly moti- 
op unique skills, specialized 
g and service in the Agency 
Mai portion of our personnel 
gvices, the obligation to serve 
time — not at their own will, 
I they must be available for 
the military. 

even work periods, uncertain 
did arduous assignments, re- 
igor, adaptability, resilience, 

the individuals, themselves, 
and their desire to continue 


officers and members of their 
pul ties, physical impediments, 
ii isfgnmfenf overieas. _ Theex- 
,c ilities in many foreign areas 
n the United States. 

.rices of sanitation and public 
evelop the natural immunities 
’ particularly in their own 
more susceptible: than local 


jr area. 

.on. This term is used to de- 
alTtl "en thusiasm of an officer 
tjgements on his personal and 
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These stem from the transient nature of his assignments, complica- 
tions, and restrictions of security requirements, intrusions on his 

family life. , 

The dynamic nature of intelligence work produces sudden and 
sometimeg~radical shifts i n the types of personnel required and m 
their deployment. 

(jivil hroublesTSften bring about a retrenchment of activity on the 
part of other TJ.S. Government agencies, but a reorientation and 
reintensification of the Agency effort. , 

Completion of a mission of a temporary nature or a shift in 
emphasis or direction of operations may result exce s s, of 

officers who are ski lled in a relatively narrow Held. Their primary 
quail filiations thus become obsolete or iin needed, and they become 
occupationally surplus. 

The unifying bonds among all Agency personnel abroad are: 

First, an intensive preoccupation with securing, access to informa- 
tion which has a bearing on U.S. intelligence requirements. 

Second, the advancement of U.S. interests and objectives and com- 
bined with this is the fact that all undergo stresses and tensions, both 
psychological and physical, which permeate their activity at all 
times. 

We find it increasingly necessary in our operations to impose 
manpower controls to insure the appropriate alinement as to age, 
qualifications, and other characteristics of our employees engaged 
in conducting or supporting foreign intelligence operations. 

Insofar as possible, imbalances should be and are corrected by 
the reassignment of officers who cannot or should not continue such 
work in the field. However, even encouraged and induced attrition 
will continue to be necessary, and a program of managed attrition 
is feasible only if it is linked to a system of retirement benefits pro- 
viding fair annuities to those who have earned early retirement. 

Our proposed bill would provide these individuals, with a more 1 
equitable annuity beginning immediately upon their separation. \ 

This would place them in a better position to accept less demanding j 

and probably lower paid employment. It is often difficult for an j 

Agency employee to obtain other employment. The special skills j 

required for intelligence work developed over the years by training j 
and experience within the Agency are not always directly applicable j 
to other fields. . . . I 

This situation is aggravated by security considerations, which do 
not allow an Agency employee to adequately describe to a prpsp.ec- I 
tive employer the substance of his Agency duties and responsibilities. j 
There is at times a reluctance on the part of other employers, both in . 

Government and in industry, to hire a former intelligence officer. j 

This attitude reflects their concern particularly in private business, \ 

that the attitude of foreign officials toward their enterprises. might \ 

bo adversely affected if they were known to be hiring former intelli- \ 

gence officers. 

During the past year we have separated 125 individuals from the 
Agency as surplus to our needs because of some or all of the various 
factors described above. These people have given years of competent 
and faithful service to the Agency, as well as to the Government. 

The process of terminating their employment was made the more 
99-006 — 6S — No. 26 2 
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painful because of the relatively inadequate assistance which the 
Agency could offer in making occupational transfers or in retiring 
them prematurely. 

In order to minimize the adverse effect of such programs on the 
Agency’s ability to recruit and retain the caliber of personnel we 
need, and particularly to minimize these effects on the dedicated per- 
sonnel already in the service of the Agency, we must make better 
provision for the futures of those individuals who are separated be- 
fore completing a full term career of 30 years or more. 

An important means for doing so is to establish this retirement 
system, permitting earlier retirement with a more nearly adequate 
and equitable annuity than is possible under the civil service retire- 
ment system. 

Recognizing the difficulties in developing an entirely new retire- 
ment system, the Agency examined existing systems, 
termined that the Foreign Service syf 
ments, and is appropriate for those Agje 
involve conditions of service comparably 
personnel. 

In this connection -a, limited n umber] 


We have de- 
dee system fulfills Ager.cy require- 
fjency employees whose careers 
1'e to those of Foreign Service 


of employees of the Agency 

are exposed to precisely the same conditions of service as the Foreign 
Service. Further, by adopting a systenh corresponding to that of the 
Foreign Service the Agency can take advantage of the very consider- 
able study and experience which have gone into its development. 

In appendix II of this paper we compare the pertinent provisions 
of the proposed Agency retirement system with the Foreign Service 
and the civil service retirement systemsJ This is similar to a compari- 
son appearing in the report of the House Committee on Foreign 
Affairs in the 2d session of the 86th Congress. It was prepared at 
that time in connection with proposed] amendments to the Foreign 
Service Act of 1946 as amended, relating to the retirement system, 
which proposals were subsequently enacted into law. 
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Appendix II 

Comparison of pertinent provisions of the civil service, Foreign Service, ana proposed CIA retirement and disaUUty systems 


A. Coverage.. 


3. Reduced annuities.. 


4. Survivor annuities: 

(a) Married participants. . 


B. Contributions: 

1. Compulsory- . 

2. Voluntary — 

C. Benefits: 

1. Annuitants... 


2. Penalty reduction for age.. 


Civil service retirement system 
(CSR) 


Government employees generally, 
unless temporary, intermittent or 
subject to another Federal retire- 
ment system. 


634 percent of employee’s basic 
salary; agency contribution of 634 
percent of employee’s basic salary. 

Maximum 10 percent of total basic 
salary received since Aug. 1, 1920; 
payable in multiples of $25. 

Annuity: 134 percent high-5 aver- 
erage years salary times 5 years; 
plus percent times next 5 years; 
plus 2 percent times all years over 
10 years of creditable service; an- 
nuity not to exceed 80 percent of 
high-5 average salary, 
of 1 percent for each of the 1st 60 
months under age 60 and 34 for 
each additional month over 60 
months under age 60. 

Reduced annuity with benefits to 
widow or widower; corresponding 
benefits to each dependent child. 

Basic general formula: Widow or 
widower (if survivor annuity 
elected by retiring employee): 
55 percent of all or whatever por- 
tion of earned annuity specified 
as base. Ann uity terminates on 
death or remarriage. 


Foreign Service retirement system 
(FSR) 


Proposed CIA retire- 
ment system (CIAR) 


All FSO's plus non-FSO’s who 
have served as chiefs of mission for 
an aggregate period of 20 years or 
more; Foreign Service _ staff of- 
ficers 3nd employees with 10 or 
more years of continuous service 
in the Foreign Service. 

634 percent of employee’s basic 
salary; agency contribution of 634 
percent of employee’s basic salary. 

Maximum of 10 percent of total basic 
salary received since July 1, 1939; 
payable in multiples of 1 percent. 

Annuity: 2 percent high-5 average 
years salary times total number 
years creditable service not to 
exceed 35 years. 


None.. 


Surviving children, widowers, and 
dependent widowers may be in- 
cluded as survivor annuitants. 

Basic general formula: Widow or 
widower (if survivor annuity 
elected by retiring employee): j 
14 of all or whatever portion 01 i 
earned annuity specified as base. 
Ann uity terminates only on 
death of widow or widower. 


Same as FSR. 


Same as FSR. 


Comments 


Career personnel who 
are designated as par- 
ticipants in accord- 
ance with criteria 
established by the 
Director. 


Same as FSR_. 
Same as FSR_. 

Same as FSR-. 

Same as FSR. 


Agency career personnel are cur- 
rently covered by civil service. 


All 3 systems are the same. 

FSR and CIAR are approximately 
same as CSR. 

CIAR and FSR have a 2-percent 
formula. C SR provides maximum 
80 percent high-5 average. CIAR 
and FSR provides maximum 70 
percent high-5 average. 

Under CSR there is a substantial 
reduction in annuity for years 
under age 60, 15 percent when re- 
tiring at age 50. There is no reduc- 
tion under FSR or CIAR. 

All 3 systems have comparable sur- 
vivorship benefits. 

Important difference between the 
CSR and FSR and CIAR is that 
the annuity of a surviving widow 
or widower terminates only in 
death of such survivor. CSR has 
a 5-percent advantage for survivor 
annuities due to 1962 amendment 
to CSR Act. 
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Comparison of pertinent provisions of the civil service, Foreign Service, and proposed CIA retirement and disability systems - 


-Continued 


Items 


0. Benefits— Continued 
4. Survivor annuities— Continued 
(a) Married participants 


Civil service retirement system 
(CSR) 


Foreign Service retirement system 
(FSB) 


Reduction for survivor annuity: 
Employee’s annuity reduced by 
2 M percent of 1st $3,600 of any 
amount specified as base for sur- 
vivor benefits plus 10 percent of 
the amount over $2,400 up to the 
full amount of employee’s annuity 
Children: 

With a surviving wife or hus- 
band : smallest of (1) 40 percent of 
average salary divided by number 
of children; (2) $600; or (3) $1,800 
divided by number of children. 

With no surviving wife or hus- 
band: smallest of (1) y t average 
salary divided by number of chil- 
dren; (2) $720; or (3) $2,160 divided 
by number of children. 
Termination annuity: 


Children annuities termihateaf 
age 18 (or on recovery from inca- 
pacity after 18) marriage or death. 
On termination of any child’s an- 
nuity by death, wife or husband’s 
annuity by death, annuities of 
surviving children are recomputed 
as though person whose annuity 
was terminated had not survived 
deceased employee. 

The annuity of an unmarried child 
between 18 and 21 years of age who 
is a student pursuing a regular full 
time course of study or training in 
residence in a high school, trade 
school, college, or university con- 
tinues until the age of 21. 

Any person in whom annuitant has 
insurable interest (if survivorship 
and reduced annuity elected): 55 
percent of participant’s reduced 


Reduction for survivor annuity: 
Employee’s annuity reduced by 
2M percent of 1st $2,400 or any 
amount specified as base for sur- 
vivor benefits plus 10 percent of 
the amount over $2,400 up to the 
full amount of employee’s annuity. 

Children: 

With a surviving wife or hus- 
band; smallest of (1) 40 percent of 
average salary divided by number 
of children; (2) $600; or (3) $1,800 
divided by number of children. 

With no surviving wife or hus- 
band: smallest oi (ij average 
salary divided by number of chil- 
dren; (2) $720; or (3) $2,160 divided 
by number of children. 


Proposed CIA retire- 
ment system (CIAR) 


Comments 


Same as FSR_ 


Same as FSR. 


Children annuities terminate at 
age 18 (or on recovery from inca- 
pacity after 18) marriage or death. 
On termination of any child’s an- 
nuity by death, wife or husband’s 
annuity by death, annuities of 
surviving children are recomputed 
as though person whose annuity 
was terminated had not survived 
deceased employee. 

No comparable provision 


Same as FSR. 


1962 amendment to the CSR Act 
increased from $2,400 to $3,600 the 
amount from which 2 % percent is 
taken in reducing the employee’s 
annuity. This results In a $90 
annual advantage to a CSR retiree 
who elects a survivor annuity. 

All 3 systems are the same. 


All 3 svstems are the carno 






Same as FSR. 


(5) Unmarried participant. 


Designated beneficiary: 50 percent 
of participant’s reduced annuity. 
Retiring employee’s annuity is 
reduced 10 to 40 percent depending 


Same as FSR. 


Neither the FSR nor the CIAR has 
a provision similar to CSR. This 
provision was added to CSR in 
19G2 amendments to the GSR Act. 


FSR and CIAR do not require that 
designated beneficiary have an 
insurable interest. 1962 amend- 
ment to CSR increased survivor 
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5. Death in service: 

(a) Widow-widower. 


(b) Children,. 


(c) Former employee or former 
participant eligible for de- 
ferred annuity who dies be- 
fore reaching eligibility age. 


6. Disability retirement. 


annuity. Retiring employee’s 
annuity is reduced 10 to 40' per- 
cent depending on difference be- 
tween his age and age of person 
designated to receive survivor 
annuity. Survivor annuity termi- 
nates on death of survivor. 

Widow or dependent widower: 55 
percent of participant’s earned 
annuity payable until death or 
remarriage or until widower be- 
comes capable of self-support. 


Children: 

With a surviving wife or hus- 
band: Smallest of (1) 40 percent of 
average salary divided by number 
of children; (2) $600; or (3) $3,800 
divided by number of children. 

With no surviving wife or hus- 
band: Smallest of (1) average 
salary divided by number of chil- 
dren; (2) $720; or (3) $2,160 divided 
by the number of children. 

If the former employee had not re- 
ceived a refund after his separation 
from Government service, the 
amount he paid into the civil 
service recrement fund, plus any 
accrued interest would be payable 
immediately after death. 

After 5 years of civilian service: 
same as full age and service ben- 
efit. Guaranteed 40 percent of 
high-5 average salary or annuity 
projected to age 60 whichever is 
lesser. 

Elective survivor benefits are based 
on employee’s actual years of serv- 
ice credit. 


Tax exemption: Under the Federal 
income tax “sick pay” exclusion, 
up to $100 per week of disability 
annuity is exempted until annui- 
tant attains retirement age. 


on difference between his age and 
age of person designated to receive 
survivor annuity. Survivor’s an- 
nuity terminates on death of 
survivor. 


Widow or dependent widower: 50 
percent of participant’s earned 
annuity payable until death of 
surviving dependent widower or 
until dependent widower becomes 
capable of self-support; however, 
annuity is computed as if partici- 
pant had 20 years of service or by 
projection to mandatory retire- 
ment age for his class. 

Children: 

With a surviving wife of hus- 
band: Smallest of (1) 40 percent of 
average salary divided by number 
of children; (2) $600; or (3) $1,800 
divided by number of children. 

With no surviving wife or hus- 
band: Smallest of (1) average 
salary divided by number of chil- 
dren; (2) $720; or (3) $2,160 divided 
by the number of children. 

If a foreign service officer who sepa- 
rated from class 4 or 5 and who has 
elected to receive retirement bene- 
fits dies before reaching the age of 
60, his death shall be considered a 
death in the service. 

After 5 years of civilian service: 
same as full age and service ben- 
efit. Guaranteed 40 percent of 
high-5 average salary or annuity 
projected to mandatory retire- 
ment age for his class. 

Elective survivor benefits are based 
on service credit upon which par- 
ticipant’s annuity was computed 
rather than his actual years of serv- 
ice credit. 

Tax exemption: Entire disability 
annuity is exempted from Federal 
income tax. 


Same as FSR. 


Same as FSR. 


Same as FSR. 


Same as FSR except ap- 
plicable to GS-12 and 
13. 


Same as FSR. 


Same as FSR. 


Same as FSR. 


annuity to 55 percent. FSR and 
CIAR remain at 50 percent. 


1962 CSR amendment increased sur- 
vivors annuity to 55 percent; FSR 
and CIAR remain 50 percent. 
FSR and CIAR provide continu- 
ation of widow’s annuity until 
death and allows the survivor to 
receive annuity based on at least 20 
years of service. 


All 2 systems are the same. 


All 3 systems are the same. 


FSR and CIAR provide payment of 
“death in service” benefits. 


All 3 systems are essentially the 
same. 


If SFR or CIAR annuity to employee 
has been based on projecting serv- 
ice, survivor annuity is computed 
on that basis rather than the lesser 
actual service period . 

FSR and CIAR permit full exemp- 
tion of disability annuity from 
Federal income tax. Provision for 
limited exemption under CSR de- 
pends on sick pay exclusion of the 
Internal Revenue Code. 
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Appendix II — Continued 


Comparison of pertinent provisions of the civil service. 


Foreign Service, and proposed CIA. retirement and disability systems Continued 


, Benefits— Continued 
7. Deferred annuity — 


8. Selection out/diseontinued ser- 
vice retirement, 


Civil service retirement system 
(CSR) 


9. Disposition of contributions in 
excess of benefits received. 


Deferred annuity payable at 62 if 
separated employee has 5 years of 
civilian service credit. 

A. Immediate annuity upon in- 
voluntary separation if em- 
ployee meets either of the following 
requirements: (1) attainment of 
age 50 and completion of 20 years 
of creditable service including 5 
years ofi# civilian service. (2) 
Regardless of age if employee has 
completed 25 years of creditable 
service, including 5 years of 
civilian service. 

B. At employee’s option, refund of 
contributions or deferred annuity 
if does not meet the above re- 
quirements. 

If deceased individual’s contribu- 
tions are not returned in the form 


Foreign Service retirement system 
(FSR) 


Deferred annuity payable at age 60 
if separated employee has 5 years 
of civilian service credit. 

A. Classes 1, 2, or 3: retirement on 
annuity computed on regular 2 
percent formula. Age no factor. 

B. Classes 4, 5, 6, or 7; (1) separation 
payment of Ha of a year's salary 
rate for each year of service and 
proportionately for a fraction of a 
year, hut not exceeding a total of 
1 year's salary payable without 
interest in lump sum or 3 equal 
installments; (2) plus refund of 
contributions or deferred annuity. 
An immediate annuity if age 50 
witn 20 years service. 

If deceased individual's contribu- 
tions are not re tinned in the form 


Proposed CIA retire- 
ment system (CIAR) 


Same as FSR_ 


of. 


lifcy- 


survivors), the unreturned con- 
tributions must be paid to a de- 
signated beneficiary; or in order 
of precedence to widow, children, 
parents, etc. 


Same as FSB except ap- 
plicable to GS grades 
comparable to FS 
classes indicated. FS 
classes 1 through 3 
compare to GS-14 and 
above; FS classes 4 
through 7 compare to 
GS-13 and below. 


Same as FSR.. 


FSR and CIAR deferred annuity 
begins 2 years earlier than CSR 
deferred annuity. 

FSR and CIAR authorize immediate 
annuity regardless of age for FS 
classes 1-3 and GS grades 14 and 
above. FSR and CIAR also pro- 
vide for “separation compensation” 
in FS 4 through 7 or GS-13 and 
below. 


All 3 systems are the same. 


survivors), the unreturned con- 
tributions must be paid to a de- 
signated beneficiary; or in order 
of precedence to widow, children, 
parents, etc. 


D. Creditable service: 

1. Leave without pay. 


2. District of Columbia employ- 

ment. 

3. Transfer of funds 


Includes leave of absence without 
pay granted during covered em- 
ployment while performing active 
honorable military service: _ 
Includes leave of absence without 
pay granted during covered em- 
ployment while receiving FEC 
benefits. 

Includes civilian employment with 
District of Columbia government. 
No provision 


Includes leave of absence without : 
pay granted during covered em- 
ployment while performing active 
honorable military service: 

Includes leave of absence granted 
during covered employment while 
receiving FEC benefits. 

Includes civilian employment with 
District of Columbia government. 

Provides for direct transfer to FSR 
Fund of all regular contributions 
(with interest) made by officer or 
employee to other government re- 
tirement system under which pre- 
viously covered. Funds transfer 
discharges other system of all bene- 


Same as FSR. 


Same as FSR. 

Same as FSR. 
Same as FSR. 


All 3 systems are the same. 


All 3 systems are the same. 


All 3 systems are tne same. 

FSR and CIARlpermit direct trans- 
fer of funds from CSR upon be- 
coming a participant. 
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E. Reemployment of annuitants. 


If retirement is based on involuntary 
separation (except for age retire- 
ment) which was not due to any 
fault of his own, when reemployed 
the person’s annuity will be either 
discontinued or withheld from sal- 
ary. 

(1) If the reemployment is sub- 
ject to the Retirement Act, his an- 
nuity will be discontinued from 
the date he is reemployed and his 
future retirement rights will de- 
pend on the law in effect at the 
time he is separated from the reem- 
ployment. 

(2) If the reemployment is not 
subject to the Retirement Act, his 
annuity payments will continue 
without interruption but his sal- 
ary during reemployment -will be 
reduced by the amount of annuity 
he receives. If— 

(а) the annuitants retirement 
was based on a voluntary separa- 
tion or on an involuntary separa- 
tion for cause. 

(б) the annuitant was retired 
for age, 

(c) he was a disability annui- 
tant reemployed after reaching age 
60, or 

(d) he was a disability annui- 
tant found recovered or restored to 
earning capacity and temporarily 
reemployed before reaching age 
60, his annuity will continue but 
his salary during reemployment 
will be reduced by the amount of 
annuity he receives. If this reem- 
ployment was of a year or more 
duration the reemployed annui- 
tant would be eligible for a supple- 
mental annuity. (Reemployment 
service under another retirement 
system for Federal or District of 
Columbia Government employees 
and service in a few particular 
positions— the President and cer- 
tain U.S. judges are not qualified 
for this purpose.) 


fit obligations based on service 
involved. 

A reemployed annuitant may re- 
ceive the salary of the position to 
which he is appointed plus so 
much of his annuity, which when 
combined with the salary does not 
exceed the salary which such per- 
son was entitled to receive in the 
Foreign Service on the date of his 
retirement. Such reemployment 
does not affect the annuity earned 
under the Foreign Service retire- 
ment and disability system, if 
during the period of reemploy- 
ment he is employed under 
another Federal retirement sys- 
tem. He will contribute to the 
other system, and it is possible to 
qualify for benefits under the other 
system. 


Same as FSR. 


FSR and CIAR provides for poten- 
tial higher combined income for 
reemployed Foreign Service annui- 
tants and provides authority to re- 
employ FS retired for age. 
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I have brought, with me charts wliiql: 
uros of the proposed system which 
service retirement system, and which 
n providing a suitable retirement progjr 
covered. 


ii highlight the specific fea- 
}ire different from the civil 
tpre of particular importance 
am for the employees to be 


Chart 1. — Comparison of principal proviso 
Service, and proposed CIA re\ 


;s of the civil service, Foreign 
iirement Systems 


Provisions 


General: 

Employee contribution.. 
Basic annuity formula. .. 


Maximum annuity 

Mandatory retirement- 


( optional retirement (immediate 
annuity). 


Discontinued service, selection 
out. 


Disability retirement: 

Age and service... 

Minimum annuity 


Taxability.. 


£ ur vivor annuity to widow : 
Reduction of employee’s an- 
nuity. 

Amount of widow’s annuity. 

Termination of widow’s an- 
nuity. 

Reemployment of annuitant 


Civil Service 


6% percent of basic pay. . . 
Based on high 5-year-s 
salary: 

l A porconfc of bigb 5 ti: 

5 years service. 

+1% percent of high 
2d 5 years' service. 

+2 percent of high 
remaining years servl< 
80 percent of high 5 salary.!. 
Age 70 with 15 years' service. 


verage 
rijnes 1st 

times 

times 

ee. 


Age 60, 30 years’ service; age 62, 5 
years’ service; and age 56, 30 
years’ service, annuity is reduc- 
ed by 5 percent. 

Any age, 26 years’ service; age 60, 
20 years’ service (immediate, 
hut annuity is reduced by 15 
percent). 


Any age, 5 years' service. . 

Lesser of: 40 percent high 
average salary or annultj 
puted by extending ser 
age 60. 

Under Federal income 
pay” exclusion, 1st 
week tax exempt until oj 
retirement age. 

2K percent of 1st $3,600 plusj 
cent of balance. 

55 percent of employee’s b; 
nuity. 

Death or remarriage 


Annuity offset against salary. 


The employees’ contribution to the ri 
under both systems, that is 6 y 2 percent, of 
The annuity formula under Foreign 
cent of the employee’s average salary 
of service. Under civil service, the fob 
first 5 years, 1% percent for the seco: 
remainder. 

Mr. Rivers. You just start off with 2, 
General Carter. We start off with 
Foreign Service Act. 


6-year- 
,y corn- 
vice to 


“sick 
>0 per 
•btional 


lOper- 
sic an- 


Foreign Service and CIA 


Same. 

Based on high 5-year average 
salary: 2 percent of high 5 times 
total years' service. 


70 percent of high 5 salay. 

Career ambassador and career 
minister or GS-18 and above: 
age 65. 

FSO class 1 and below or GS-17 
and below: age 60. 

Age 50, 20 years’ service (full 
earned annuity, not reduced). 


FSO classes 1-3 or GS-14 and 
above: 

Immediate annuity at any age. 

5 years' service (annuity not 
reduced) . 

FSO Classes 4-7 or GS-13 and 
below: 

Separation pay at rate of 1 
month’s salary per year of 
service up to 1 year’s salary; 
plus deferred annuity at 
age 60. 

Age 50, 20 years’ service (full 
earned annu Ity, not reduced) . 

Same. 

Do. 


Fully tax exempt. 


2A percent of 1st $2,400 plus 10 per- 
cent of balance. 

50 percent of employee’s basic an- 
nuity. 

Death only. 

Annuity plus salary cannot exceed 
basic pay at time of retirement. 


'^ti remen t system is the same 
his basic pay. 

Service is a straight 2 per- 
for his highest paid 5 years 
mula is l l / 2 percent for his 
iiid 5, and 2 percent for the 

don’t you ? 

and stay at 2, just as the 
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The maximum annuity under civil service is 80 percent of the 
employee’s average high 5-year salary, while under the Foreign 
Service Act, and under our proposed act, it is 70 percent. However, 
few employees under our proposed retirement system would have 
enough years of service to make this difference significant. 

The mandatory retirement age under civil service for all em- 
ployees is 70, while it is 60 for most employees under Foreign Serv- 
ice. Under the proposed system, an employee can voluntarily retire 
at age 50 and receive the full annuity which he has earned. 

Mr. Bates. That is with 20 years’ service ? 

General Carter. Twenty years’ service at age 50. 

Under the civil service retirement system, the earliest age for 
voluntary retirement is 55, and this is permitted only when the 
employee has 30 years of service. Moreover, his annuity is reduced 
by 1 percent for each year that he is under age 60. For example, 
an employee whose average high 5 -year salary has been $7,575 — 
this is about a GS-9 — and who has 20 years of service when he 
reaches age 50, can voluntarily retire under our proposed system 
and receive an annuity of $3,030. 

If his average high 5-year salary has been $11,515 — this is ap- 
proximately a GS-13 — he would receive an annuity of $4,606. If 
his average high 5 -year salary has been $16,005 — about a GS-15— 
his annuity would be $6,402. If he had been under the civil service 
system with only 20 years’ service he could not voluntarily retire. 
If he left the service voluntarily, he would have the option of with- 
drawing his contributions from civil service retirement system, or 
of waiting until he had reached age 62, at which time he would be 
eligible for a deferred annuity. 

An employee who has reached age 55, and has 30 years of service, 
may retire voluntarily under either system. However, his annuity 
would be 12 percent higher under our system than under the civil 
service system. This is because under civil service his annuity would 
be reduced 5 percent because of his age, since he had not reached age 
60, and the annuity formula under the proposed system is a straight 
2 percent, while under the civil service system it varies from one and 
a half up to 2 percent depending upon years of service. 

The proposed system provides an immediate annuity based on the 
employee’s total period of service, if he is in GS grade 14 or above, 
and if he is retired involuntarily. If he is in grade 13 or below', he 
receives a separation payment equivalent to 1 month’s salary for each 
year of service. He may also obtain either a refund of his retirement 
withholdings, or he can leave these amounts to his credit toward a 
deferred annuity at age 60. Under the civil service system an em- 
ployee who is involuntarily separated at age 50 with 20 years of 
service or at any age with 25 years of service, can receive an im- 
mediate annuity. However, his annuity is reduced 1 percent per 
year for each year ho is under ago 60, clown to age 55, and 2 percent 
per year for each year he is under 55 down to age 50. The maximum 
reduction under this formula is 15 percent. 

Mr. Hardy. Mr. Chairman, I think since we have these charts on 
here, and we are getting into some detail here, now — I don’t know 
whether these appear, but perhaps we ought to clear up any ques- 
tions that come out here now. Otherwise, wo may not get back to 
them. 
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Mr. Rivers. I think that might be a good idea. If you don’t 
mind, General — it won’t knock you off the track, because you seem 
to know this thing pretty much. 

General Carter. No, sir. As a matter of fact, with the exception 
of the explanation of these charts, my discussion on this particular 
portion is just about over. 

Mr. Hardy. As long as we are talking about these charts, though, 
there are one or two questions that seem to come to my mind now. 

I am afraid I am going to forget tnem ii I don’t throw them out for 
au answer now. 

Mr. Kivers. Go ahead and ask him. 

Mr. Bates. Are these in the book anyw tore ? 

Mr. Houston. Yes, sir. 

Mr. Bates. Where do we find it ? 

Mr. Houston. Tab 2. 

Mr. Hardy. Of course, we may get to those when we start reading 

the bill. . . . „ . . , _ 

But let me pursue this one for just a second, General, if 1 may. 

Now, you are proposing in this bill tlie same provision that For- 
e ign Service has. Y ou have outlined them up there ? 

General Carter. Yes, sir. 

Mr. Hardy. Now, the question that I would like to clear up at the 
moment: Under this involuntary selection, or selection cut as you 
lave indicated, you say that FSO-1 tc 3, or under Civil Service, 

GS— II and above, would go out at any age with an immediate an- 
nuity, with 5 years’ service, without any reduction in there? 

General Carter. Based on his tocal period of service 

Mr. Hardy. Which has to be only 5 years? 

General Carter. Yes, sir. 

Mr. Hardy. Is that what it says? 

General Carter. Yes, sir. 

Mr. Rivers. If he is a GS-14 or above?] . , 

General Carter. If he is a GS-14 oil above and is retired invol- 
untarily. „ 

Mr. Bates. Is that for physical purposes or any purpose ( 

General Carter. No, sir. This is for administrative purposes. 

Mr. Hardy. That is what I wanted to understand. I don’t think 
]" am going to buy that. And I didn’t realize that Foreign Service 

had it. _ , , „ 

General Carter. I would like Mr. Emmett Echols, our Director ot 
Personnel, to respond to your question, Mr. Hardy. 

Mr. Echols. We have a Mr. William. Woodyear here, who is an 
e xpert on the Foreign Service retireme nt system, and lie can per- 
haps explain in detail why this provision is in the Foreign Service 
i ystem and how it operates. . . 

Mr. Hardy. Well, I will be glad to hear the explanation, but it 
i s going to have to be a darned good one 1 o convince me. 

Mr. Rivers. If we are going to get all mixed up here, then we 
better hold it up. 

Mr. Hardy. All right. Then we wijl have to come up with it 
] ater. Because I have one or two other questions. 

Mr. Blandford. Mr. Chairman 

Mr. Rivers. Mr. Blandford. 
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Mr. Blandford. This is the forced attrition provision, which you 
mentioned in your statement. 

Mr. Rivers. Yes. . 

Mr. Blandford. And which I think should be very fully explained 
at this point. 

Mr. Rivers. Go ahead. 

Mr. Hardy. Is that 253 ? 

Mr. Blandford. No, sir; that is something else; 253 is duty at 
unhealthful ports. 

Mr. Rivers. Why not take it up right now. 

Mr. Blandford. ' I think this is a good place to take up the forced 
attrition concept. 

Mr. Riv er s. Let us thresh this out now. A lot of us have reserva- 
tions. 

Mr. Hardy, since you started, you go ahead. 

Mr. Hardy. I would like to understand what he is talking about 
here. But he is going to have a hard time, I think, justifying per- 
mitting a man to go out involuntarily after 5 years of service without 
any reduction in his annuity, and that is regardless of his age. 

Mr. Stratton. Mr. Chairman, may I ask a question in that con- 
nection ? I think it may throw some light. 

Mr. Rivers. Mr. Hardy, do you yield to Mr. Stratton ? 

Mr. Hardy. It is all right. Maybe if we get the explanation we 
will get it understood. If not — I don’t have any objection to anybody 
contributing to it. I just want to understand it. 

Mr. Rivers. Who can contribute to Mr. Hardy’s question? 

Mr. Echols. I think I can speak to it, sir. 

Mr. Rivers. Yes. 

Mr. Eohols. The Foreign Service has occasion to bring in ex- 
pertise for lateral entry into the service, of people who are experts 
in particular fields and people who have achieved stature and repu- 
tation in other fields of work, and have the skills that the Department 
needs. This would apply equally to CIA, upon occasion. 

Now, these men who are appointed at classes 1, 2, or 3, or in our 
case grades 14 and above, are men who have arrived, who have stature 
and reputation in a particular career field in non-Government or non- 
Foreign Service or non-CIA, and to induce these people to give up 
their established positions in existing careers to come to the Govern- 
ment, be it the State Department or CIA, puts them in a position of 
jeopardy. They may or may not be successful in these new careers. 
There may or may not be a continuing requirement for their exper- 
tise on a career basis. So these people face peculiar risks. If in less 
than 5 years, or less than their normal working span, they are let out 
as being no longer required by the Foreign Service, or by CIA. And 
I believe it is this reason primarily that these people are felt to be 
entitled to an immediate annuity. It is not because of their grade, 
but because they have given up a position with industry or perhaps 
with another Government agency, and have subjected themselves to 
a lesser degree of tenure. 

Mr. Hardy. I am not going to buy that one. You have the same 
sort of racket practiced now by some people who get jobs after retir- 
ing from the military, just in order to get social security coverage, 
which they did not accumulate when they were on active duty. And 
this is- — — 
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Mr. Stratton. Mr. Chairman. 

Mr. Hardy. This is not one — unless you have a better explanation 
of it than that— — 

Mr. Bivers. Wait a second. Let Mr. l ardy finish. 

Mr. Hardy. I have enough^ Mr. Chairman. I have heard enough. 
There are too many gimmicks can bo used in this kind of an 
arrangement. 

Mr. Gavin. Mr. Chairman. 

Mr. Stratton. Mr. Chairman. 

Mr. Bivers. Mr. Gavin is next. 

Mr. Gavin. 

Mr. Gavin. How long has this system been in effect ? 

General Carter. The F oreign Service t iystem, sir ? 

Mr. Gavin. Yes. 

General Carter. 1946. 

Mr. Gavin. This retirement system we are talking about now. 

General Carter. How long have you had the Foreign Service re- 
t irement ? 

Mr. Woodyear. Since 1946. 

General Carter. Mr. Woodyear is from the Department of State, 
sir. He is an expert on their Foreign Service Act. 

Mr. Hardy. I may offer an amendment to the Foreign Service Act 
to delete that section. 

General Carter. And Mr. Woodyear stated that they have had the 
Foreign Service Act since 1946, sir. 

Mr. Hardy. Is this provision in it ? 

Mr. Woodyear. This point tha; you expressed concern over, sir, 
with respect to immediate annuity benefit s for those in classes A 2, and 
1 in the Foreign Service Officer Corps wno are selected out. There is 
s factor that hasn’t been considered here. 

It is extremely rare. There is a 5-year minimum requirement that 
a participant have that much service before he receives the benefit. 

It is extremely rare. However, I can recall of no instance where any 
officer has been selected out with that little service, or anywhere near 
t bat little. They are older men by the time they get into class 3. They 
have usually come up through the career system or if they have come 
in through lateral entry, as has been suggested by Mr. Echols, they 
have had prior Government service, and they have usually had 15 or 
SO years of Federal service credit which is applicable to their retire- 
ment. 

Mr. Hardy. I am not talking about those. I am talking; about the 
one that comes in and has a total of only 5 years’ service, that is all. 

Mr. Woodyear. Most unusual and mos ; rare in the Foreign Service. 

1 can’t speak for the CIA. 

Also m the F oreign Service the special ist, the usual banker or some 
person with a special skill that we need, would come into our Foreign 
Service Beserve Corps, and not become a participant in the system, 
but would participate in the civil service system and then g;o back out 
again. 

Mr. Hardy. Under this procedure it would be possible for a person 
t o have had 4 years in the military service, and 1 year in one of these 
grades, and then retire and draw an imme diate annuity ? 

Mr. Blandeord. Bo, sir. 
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Mr. Woodyear. No, sir. IIo must have had at least 5 years of 
civilian service before he can credit any military service. 

Mr. Hard. I reckon he can count his service in civil service. 

Mr. Woodyear. The same thing in civil service. 

Mr. Hardy. I mean he could have 4 years in civil service and have 
1 year in this operation. 

Mr. Woodyear. It is possible. 

Mr. Hardy". That is what I am talking about. 

Mr. Woodyear. But unheard of as far as I know. 

Mr. Wilson. Mr. Chairman, 

Mr. Rivers. Wait, now, Mr. Gavin, are you finished ? 

Mr. Gavin. Yes. 

Mr. Rivers. I have to go down the line, Mr. Stratton. 

Mr. Stratton. Go ahead, Mr. Chairman. 

Mr. Rivers. Mr. Bennett. 

Mr. Bennett. I just have a very brief question. 

About how many people do you estimate would this apply to? 
Theoretically, how many could it apply to? 

General Carter. Less than a third, probably closer to a quarter of 
our personnel will be eligible for the provisions of this proposed 
system. 

All the remainder will be under standard civil service retirement. 

Mr. Rivers. Mr. Bennett, have you finished ? 

Mr. Bennett. That is all. 

Mr. Rivers. I think it would be helpful to the committee, General, 
if you would have somebody insert in the record what are some of 
the requirements that make these people so special. 

And there are adequate reasons, I am sure. You take a specialist, 
that your personnel man has referred to, whose services you seek, and 
who has a distinguished background in some other area of life, whom 
you need very badly in some part of your service. I think if we could 
have an explanation of these it would help the committee understand 
what is the reason for this. 

There must be adequate reason. 

Mr. Bates. Mr. Chairman. 

Mr. Rivers. Do that a little later, because Mr. Bates has a question. 

I think at some time we ought to have that. Don’t you think so, 
Mr. Blandford? 

Mr. Blandeord. Yes, sir; I think we should. 

Mr. Rivers. Such as in language, and various things. 

General Carter. Some require technical competence or very high 
skills that we cannot develop in our own training programs — certain 
physicists, for example. 

But the provisions of this particular part of the act as to GS-14’s : I 
can’t name you a single person now in the Agency who at the moment 
would be eligible for it because of the requirements that will be estab- 
lished by the Director for eligibility for this type of retirement. 

Mr. Bates. Mr. Chairman. 

Mr. Rivers. Mr. Bates. 

Mr. Bates. I wonder if we could get the number of those who came 
under this in Foreign Service? How many are you actually paying 
for it at this time ? 

Mr. Woodyear. Under the entire system ? 
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Mr. Bates. Under this 5-year provision in the former service today. 

Mr. Woodyeak. That would apply oiily to our classes 1 through 3 
officers. 

Mr. Gavin. I wonder if the gentleman would talk louder. We can’t 
hear. j 

Mr. Woodyeak. That would apply td our classes 1 to 3 officers. 

I would say on the average, since 194$, when we began applying the 
selection-out principle, there have not been more than 2 percent that 
were officers m t hose classes selected out. They would average 500. 

So 10 per year may have been selected out under that provision. 

Mr. Gavin. This is being selected out, but not under the 5-year 
provision? ] 

Mr. Woodyeai:. The 5-year provision would not apply otherwise 
unless you had disability retirement, where there would be an entirely 
different principle involved. 

Mr. Gavin. Well, I am talking about those who have not close to 20 
years but those closer to 5 or 6 years. IJow many do you have of that ? 

Mr. Woodyeak. The only instance in which retirement benefits 
would apply to an officer with 5 years’ service would be if he were 
selected out. 

Mr. Gavin. The thing I am trying no get clear in my mind: The 
justification being presented by CIA is so they can attract a certain 
type of individual. It is not the question now of getting people out 
of service, as attracting this rare individual into the service. Now, 
you have had no cases in that particular category that have retired 
under the 5-year provision ; is that correct ? 

Mr. Woodyeak. No ; that is not correcj:,, sir. 

Mr. Gavin. Well, then, give it to me. 

Mr. Woodyeak. We have an average of at least 10 per year who 
have been retired involuntarily through selection out under that 
provision. 

Mr. Rivers. With 5 years’ service? 

Mr. Bates. You see, now, you are tall dug about selecting out. You 
are talking about getting rid of people. Now, that is what you are 
talking about. ... . 

CIA is talking about a different kind of individual, and predicates 
their case upon getting the head of his company, or getting this 
particular individual who has got rare qualifications — to get him to 
serve for a short period of time, up » 5 or 6 years, or something 
like that. You are talking about, unloading people. That is a differ- 
ent situation. . . 

Mr. Woodyeak. I have to, because in the overall picture this is an 
incentive for recruitment. 

The entire retirement system is an jincentive for recruitment and 
retention. But it does not apply in the Foreign Service. We don’t 
attract people to the Foreign Service because they can expect selection 
out with 5 years’ credit and thereby get an annuity. 

Mr. Bates. So your answer is “None’j ? 

Mr. Woodyear. None. 

Mr. Bates. That is all I am trying to get. 

Now, I would like to get to ClX. Now, let’s be frank about this 
section. Now, you went over and you selected the Foreign Service 
system as the one you think would, be best adaptable to your particular 
section ; that is correct, isn’t it ? 

Approved For Release 2002/03/20 : CIA-RDP78-03721A0001 00050005-9 



Approved For Release 2002/03/20 : CIA-RDP78-03721A000100050005-9 

5813 


General Carter. Yes. 

Mr. Bates. Now, is it true or not true that you came to this section 
and said, “Well, there it is, it looks pretty good, we will throw that in 
there. I mean, did you really have any need for it, or did it just hap- 
pen to be one of these things where you talked about something that 
justhappened to be in another bill ? Is that the way it was, or ahead 
of time did you really have a need? Have you anything to justify 
it ? Is it because it happens to be in somebody else’s bill or is it some- 
thing for which you really have a need ? 

Mr. Rivers. Mr. Bates can really get to the meat in the coconut. 

General Carter. It appeared to be a potentially useful instrument 
which was available to the Foreign Service, and since our people are 
operating under the same circumstances, we included it. 

Mr. Bates. In other words, how could we use it? And this is a 
pretty good justification. 

All right. 

Mr. Brandford. Well, Mr. Chairman, there would be a difference 
here in this respect, that it is almost impossible, I would presume, for 
a Foreign Service officer to get to be a class 1, 2, or 3 officer, with less 
than 10 years. Because you have a system under which you appoint 
people as a class 7 and they work up, isn’t that right ? 

Mr. Woodyear. We appoint them at class 6 usually, and they work 
up. Usually an officer m the class 3 would be at least age 40. 

Mr. Blandford. So he would have roughly 15 years of service by 
the time he gets to be a class 3 officer ? 

Mr. Woodyear. At least that. 

Mr. Blandford. So the point— I think this is the point Mr. Hardy 
made to start with, that your Foreign Service officer in class 1 and 3 
is a different person than CIA wants to recruit, say, from industry who 
might bo 45 years old, and whom they want for a 5-year period, and 
they might put him in as a GS-14 to start with. So we are really mak- 
mg a comparison between two different things. 

Mr. Hardy. Normally, that is correct. 

Mr. Rivers. Wait a minute. 

Mr. Bates, do you yield 

Mr. Hardy. But it is the unusual situation that makes it complicated. 

Mr. vv oodyear. Could X make one point, Mr. Chairman ? 

Mr. Rivers. Yes, go ahead. 

Mr. Woodyear. 1 . am not attempting to testify in behalf of CIA’s 
proposals. I am trying to explain the Foreign Service system. 

But a selection out system which is applicable to all classes of officers, 
m our case classes 7 through 1, and in CIA’s case class 7 through 15, 
is not complete unless you have this provision relating to classes 1, 2, 
and 3. If you are going to have a selection out system, we have found 
it desirable— we haven’t yet sought an amendment to change it— to 
have this difference. 

• < J ai ' eer ma,n wh° 5 as spent 15-20 to 25-30 years in the service, and 

is selected out, we feel is entitled to an immediate annuity because of 
his term of service The younger officer, usually 40 or below, can make 
an. adjustment and find other employment. We feel he is entitled to a 
deterred annuity, which he receives at age 60, rather than at 62 as is 
true m the general service. 


Approved For Release 2002/03/20 : CIA-RDP78-03721A0001 00050005-9 




DP78-03721A0001 00050005-9 


I don’t see how you can have a selection out system, if that is 
,;o be used, and separate this and change the formula. It could be 

lone, but it would not be desirable. j , r „ T , , 

Mr. Rivers. Does that complete your (statement, Mr. Woody ear ? 

Mr. Woodyear. I beg your pardon, sir ? 

Mr. Rivers. Are you finished ? 

Mr. Woodyear. Yes. 

Mr. Huddleston. Mr. Chairman. 

Mr. Rivers. Mr. Huddleston. 

Mr. Huddleston. General Carter, correct me if I am wrong, but 
the problem that CIA faces is in connection with the involuntary 
retirement of personnel through this selection out process, that that 
is the real meat and the crux of this legislation. The rest or it, as far 
as the optional retirement and disability retirement— that is more 01 
less of a liberalized retirement program, a little window dressing, 
so to speak, to be added to the civil service provisions that are now 
applicable to CIA employees, but that the real problem that CIA has 
involves this very selection out process. Ihat is the major problem 
in connection with the retirement program; is that correct. 

General Carter. Yes, I think— it is dorrect to this extent, sir. We 
are talking about involuntary retirement throughout, involuntary 
in that the final decision will rest with the Director whether or not 
to accept an application for retirement. So to this degree it is per- 
haps involuntary, since it is not a. privilege or a right that goes along 
with the particular individual. 

As I indicated previously, I have been through a very, very painful 
exercise in relieving the Agency of about 125 people. We started 
out with some 158. We were able to relocate some within the Agency. 
We were able to relocate some within other elements of the Govern- 
ment. But we finally got down to where there were 125 people that 
had to be released from our employment as being surplus to our needs 
in their particular skills. 

This was involuntary on tlieir pare. Some of them got a very 
minimum civil service retirement. Others were given separation al- 
lowances which would carry them for a year or a year and a halt 
while they sought other employment. But unless they had had long 
periods of service, they weren t eligib e for any sort of civil serv ice 
retirement that would give them anything to hang their hat on or to 
continue living until getting other employment. 

Mr. Huddleston. So the main. thing that CIA wants this com- 
mittee to do is to provide some statutory authority for the release of 
these people with short tenures who would not be eligible for a civil 
service retirement that would enable them to subsist- those people 
who have been released, and so forth, as a result of this selection out 


F It seems to me that the major point in this whole legislation is 
what the committee is going to do abcut these people who have been 
selected out. Do you think that is the major point m the whole bill ( 

General Carter. No, sir; I don’t think this is the major point. 

Mr. Huddleston. Well, what is the {major point? 

General Carter. It is a part of it. 

We are trying to provide a retirement system for a man who has 
performed his mission and met all of our requirements basically 
and at age 50 has passed beyond the ability to work for which we have 
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a requirement — in other words, because of the nature of his occupation, 
and because of all the various nuances of the tasks that we assign him 
to. Mind you, this is not our entire personnel strength by any means. 

It is a maximum of about 25 to 30 percent of our people. 

So that we arc talking about this rare breed of cat who is serving 
overseas under these strenuous circumstances, over long periods of 
time, in operational activities. That is what we are talking about. 

Mr. Huddleston. And he would be the one that would be selected 
out ? 

General Carter. And at age 50, when we bring him back here, we 
have extreme difficulty in placing him in another position where we 
can utilize those particular talents that he has developed over the 
years. 

So he has got to get himself completely reoriented and start out 
doing something else, which probably will bo at a lower pay scale 
than anything ho had had up to now. 

Mr. Huddleston. So the major point in this bill, then, is the grant- 
ing of authority to retire at age 50 with 20 years of service? 

General Carter. Yes, sir. 

Mr. Huddleston. That is the major point? 

General Carter. That is the major point. 

Mr. Gavin. After they have served how long? 

General Carter. Twenty years, sir. 

The major point is 20 years 

Mr. Gavin. Where does this 5-year separation come in, where the 
specialist is a qualified person? 

General Carter. This is an involuntary retirement and applies 
only to grades GS-14 and above. 

Mr. Rivers. Strictly involuntary. 

General Carter. Strictly involuntary. They must have served 5 
years. 

And I would hesitate to try to give you an example of a man like 
that, unless — well, we have none that I Can think of in the Agency 
now, but it is a tool of management which is part of a complete pro- 
gram for early retirement as well as for handling forced attrition. 

Mr. Rivers. Can you live without it? 

Mr. Blandford. Mr. Chairman, may I make a suggestion on this, 
in this respect. 

Really, compared to the overall bill, this is a relatively minor part. 

Mr. Hardy. Yes. 

Mr. Blandford. But what we could very easily do is to restrict 
numerically the number of persons that the Director could retire in any 
one year under this provision. 

Now, you are really talking about not more than a half dozen a year 
at the most, I would think, who would be GS-14’s and above. Why 
couldn’t we put a limitation in, right in the bill, itself, which would 
then at least indicate there cannot be any abuse of this. 

Mr. Hardy. That would be one — — 

Mr. Gavin. Pardon me — 

Mr. Rivers. Wait, let’s stick to the order. 

Mr. Huddleston has the floor. Let’s finish with Mr. Huddleston 
first. 

Mr. Huddleston. I have finished, Mr. Chairman. 

09-006 — 63 — No. 20 3‘ 
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Mr. Rivers. Now, there are other people asking for the floor. 

(Aside to Mr. Gavin.) 

Mr. Rivers. Go ahead, Mr. Gavin. 

Mr. Gavin. These people who reach the age of 50 and have served 
5 years, and you have no further use for their particular ability, what- 
ever it may be. Supposing they had only served 2 years of the 5, would 
you involuntarily retire them ? 

General Carter. We would involuntarily separate them. 

Mr. Gavin. You have no other place for them and they are just 
there. What are you going to do with them? 

General Carter. We would separate them, sir, but they would not 
he retired. In other words, we would separate them with a separation 
allowance, which is very, very modest. 

Mr. Rivers. They just don’t fit in your Organization. 

General Carter. No retirement whatsoever. 

Mr. Blandford. They get 2 months’ pay, Mr. Gavin, is what would 
happen. 

Actually, you have two swords here. First of all, if these people 
were GS-13’s and below — that is the first key— they would get a 
month’s pay for each year of service. 

If they had a total of 5 years of service or more — just like in all civil 
service retirement — they would get a deferred annuity which would be 
payable to them at age 60. 

The only addition that they would get by working for CIA would be 
: month’s separation pay for each year of service. So the man you 
are talking about with 2 years of total service would get nothing. 

The GS -13 and below who had 5 years of service — the GS-13 and 
below with 5 years of service would get 5 months’ basic pay, or o 
months’ pay, and then he could draw his money out of the fund, or at 
i he age 60 would have a deferred annuity. In other words, he could 
wait until he was 60. 

Now, the mail who was a GS-14 and had 2 years of service : There 
sn’t any provision to even give him separation pay as I see it in this 
hill. 

General Carter. That is right. 

Mr. Blandford. This GS-14 would have to have 

Mr. Rivers. The minimum. 

Mr. Blandford. A minimum of 5 years of service, and then he would 
get an annuity under this provision based upon 2 percent for each year 
if service, which would mean that, he would get with 5 years, say, 10 
percent of $18,000, which would be $1,800 a year for the rest of his 
life. But he wouldn't, get any separation pay. There wouldn’t be any 
deferred annuity. He would draw ar immediate annuity at that 
point. That is for the GS-14 and above. 

But all things being equal, are there going to be a relatively few 
of these GS-14, s and above? And I suspect that what they are really 
talking about here is that they might want to take, say, the head of a 
company who is 45 years old and who has a particular skill that they 
want over a period of, say, 4, 5, or 6 or 7 years. Now, the bait to attract, 
that man to leave his company is to say to him “We don’t know how 
long wo will use you, but, if you stick with us for 5 years or more we 
will put you in as' a GS-14, which gives you a good salary to start with. 
Now, if you stay with us for 5 years or fnore, and we suddenly decide 
that this program that you are the head of will be terminated, we can 
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offer you a limited annuity which will amount to 2 percent of your 
basic pay for each year of service provided you had 5 years of service.” 

That is all this boils down to. 

General Carter. That is right, that is all it does ; yes, sir. 

Mr. Hardy. Of course — excuse me. 

Mr. Stratton. Mr. Chairman 

Mr. Rivers. Wait, now, let me go to Mr. Wilson. 

Mr. Wilson. Even if he retires at 5 years, it is a relatively small 
annuity. 

General Carter. That is right. 

Mv. Wilson. It says “Annuity not reduced.” But in effect it is a 
very minor annuity, because he has only 5 years’ credit. 

I might point out that Congressmen, who also face severe hazards, 
have a system where after 6 years of service they have an annuity. 

It is deferred until 65 or 62 

Mr. Rivers. It is reduced. 

Mr. Wilson. But we have the same provision for relatively 
short service. 

But, of course, if we retire after only 6 years’ service we get a 
relatively small annuity, too. 

Let me ask you one question, General Carter: You mentioned 
in your first summary of the need for this system, that this was to 
make more adequate provision for certain of its employees who 
should be retired at an early age. Now, how do you differentiate 
between — as far as the retirement system is concerned — between 
those employees that are actually out in the field, and those who 
are over across the river, in their career? Are they under a differ- 
ent retirement system ? 

General Carter. They are not now, sir. They are all under 
civil service. 

My. Wilson. All right. 

Now, I know you don’t want to talk numbers, but what per- 
centage of your total employees might be covered by this new 
system ? 

General Carter. I would say between 25 and 30 percent. 

Mr. Wilson. Twenty-five to thirty percent? 

General Carter. Of our employees ; yes, sir. 

Mr. Wilson. Now, is this a contributory system as far as the 
employees are concerned ? 

General Carter. Yes, sir. Six and a half percent of their pay per 
month. ' ' 

Mr. Wilson. In effect, what you are trying to put into effect 
there is a system like the military, where you select out the company 
grade officers because you cannot use ‘them as they get older. 

You need a lot more people coming into the operation. And by 
offering a retirement system that lets him out after a given number 
of jrears of service you can keep that fresh supply of new youim 
people coming in for the jobs that you have to do. 

I don’t even find any fault with the system that Mr. Hardy 
frowns upon here. I still feel, as you have explained here, that it 
is a reasonable thing to do, to give them an immediate annuity 
m that category of FSO-1 to 3. 

Mr. Stratton. Mr. Chairman 

Mr. Wilson. I am through. 
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Mr. Stratton. Mr. Chairman. 

Mr. Rivers. Mr. Stratton. 

Mr. Stratton. Mr. Chairman. 

On that same point, the term “selection out,” General, is usually one 
that has certain derogatory overtones. If I understand, this pro- 
posal of yours — my understanding is the same as Mr. Wilson’s — is it 
a fair assumption to say that what you have in mind here is trying 
to bring into the CIA an expert. This is somebody who is a highly 
trained individual. Obviously you havi to pay him well to bring 
1: im in. Now, if he goes to work, let’s say, in Moscow, the possibility 
is that in 5 years he will have been discovered and his usefulness to 
y on will have been at an end. 

But. if in this process he, let’s say, has succeeded in putting a micro- 
phone in Khrushchev’s bedroom or his conference room, or some- 
thing of that sort, his contribution to t ie country has been invalu- 
able. And at the end of this period yoi. have to select him out, not 
because he goofed, and not because he is a square peg in a round hole, 
tut simply because of the nature of your operation this is bound to 
be a fairly short-lived deal, and yet lie uis made such a major con- 
tribution that you feel that he is entitled to a decent retirement. 

Isn’t that the kind of thing you really lave in mind when you talk 
about involuntary retirement? 

General Carter. Well, if he is in for only 5 years, sir, the annuity 
that lie receives is very marginal, very marginal, no matter what rank 
1 e comes in as. 

Mr. Stratton. I mean, we had an object ion made here to letting 
anybody retire on 5 years. It was my understanding that what you 
were trying to do was to protect somebody who for certain circum- 
stances had to be selected out after 5 years. And I am saying that 
what you mean, if I understand what you are saying, is not that he 
proved to be a goof at the end or 5 yeirs, but that because of the 
rature of your operation lie might have been discovered and there- 
fore was completely useless to you, and yet had done a terrific and 
an outstanding job* in simply the short period of 5 years. 

General Carter. Well, I couldn’t disagree at all with that concept ; 
r o, sir ; it is the other side of the coin. 

Mr. Stratton. Isn’t this really what you are trying to say to us ? 

General Carter. Yes, sir. 

Mr. Stratton. And we are talking in terms of the Foreign Service, 
where — I am not an expert in it, but where I would assume that 
what we are talking about there is that somebody proves in 5 years 
that he just doesn’t click and so they have to get rid of him. 

And this is the kind of thing than Mr. Hardy is objecting to. 

But when you get into the CIA, it would seem to me that it 
would be an entirely different kettle of fish. 

Mr. Gavin. Mr. Chairman. 

Mr. Rivers. Wait a second. 

We are going to explore all of these things. We are not going 
into this thing with snap judgment. 

Mr. Gubsee. It seems to me, General, that we have skirted all 
ground the basic issue involved in this 5-year immediate annuity 
business. Isn’t it an added inducement for extremely well qualified 
technical people with an especially needed critical skill to accept 
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what is very apt to be a short tenure of employment ? Isn’t it an 
inducement, more than anything else? 

General Carter. 1 think there is no question but what it would 
act as an additional inducement. 

Mr. Gubser. Well 

General Carter. Yes, sir. 

Mr. Gubser. I wanted to comment on the suggestion made by 
Mr. Blandford ; namely, that we restrict the number who could 
benefit from such an annuity in order to bo sure that it is not 
abused. And if you will forgive me, I would like to construct a 
hypothetical case hero. 

Let’s assume that we have a nuclear test ban agreement, and the 
Senate ratifies it. And lot’s assume that that creates a need in the 
L-iA- for some extremely well qualified scientific people who operate 
surreptitiously in order to determine whether or not the test ban 
agreement is being adhered to. You have a sudden demand for 
perhaps as many as 50 of these men. I think that is probably not 
inconceivable. 


Wouldn’t it be to your advantage to be able to offer them or lot 
them know that at the end of the 5 years that they could retire on 
small pittances of annuity? 

General Carter. Yes, sir. 

Mr. Gubser. Wouldn’t that be an added incentive? 

General Carter. Yes, sir. 

Mr. Gubser. And wouldn’t a shortage of 5 or 10 or 15 people 
there severely handicap you in recruiting people of that type ? 

General Carter. Well, under the terms of your hypothetical prop- 
osition; yes, sir ; that would be a handicap. 

Mr. Gubser. Mr. Chairman, I just would like to suggest that this 
is an unusual Agency and a rather delicate one, and I don’t think 
that this particular thing is serious enough that we ought to let 
it be a stumbling block. 

Mr. Hardy. Well 

Mr. Rivers We are not going to let it be a stumbling block. 

but I dont want the CIA to think that we are skeptical. We 
recognize the almost imponderable area in which you have to 
operate. 

Mr. Gavin. Mr. Chairman. 


Mr. Rivers. Let me finish. 

And we are here to work out these things for the good of the 
Agency. And ive want to help fit. And we want to explore every- 
thing. I hat is why these questions are being asked. I can think— 
I have in mind another Francis Gary Powers, if indeed you have 
requirements for another one. There are a lot of areas in these 
things. Despite the high salaries you are compelled to pay 

What we want is results. We can’t look at these tiling^ from a 
budgetary standpoint, on which maybe the fate of the Republic 
may hang, we don’t know. I think there are a lot of things here 
that we are going to have to pay attention to. I don’t think 
it is so vital now that we want to overlook the other tlmms and 
spend so much time on this. We can work out something on this 
.Now, Mr. Hardy, you want to say something ? 
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Mr. Hardy. Mr. Chairman, I didn’t mean to prolong the discus- 
sion like this. This is apparently ope minor provision in this 
thing. 

Mr. Rivers. That is right. 

Mr. Hardy. But there are other aspects in there that disturb 
me more than what Mr. Wilson or Mr. Stratton had in mind. 

I think we can work it out. 

Mr. Rivers. Certainly. 

Mr. Hardy. I don’t have a serious problem with this. We are 
rot talking about people who serve only 5 years. We are not 
talking about people who necessarily ccme in at a high level. We 
ire talking about, people who go out on service from 5 to 19 
3 ears. Actually, that is what we are talking about. 

And you could have somebody who jcomes in with a GS-6 and 
gets up to a GS-14, and then is immediately involuntarily separated. 

He might have had 15 years of servicej, and he might be 40 years 
old. And he would be out on that basis with a full retirement, not 
reduced at all, continuing for his lifetime. Now, I think — there are 
f, lot of aspects of this thing that we aire going to have to explore. 

And I wouldn’t suggest we do it here* except I think maybe there 
is one other thing we ought to point out. This would be a separate 
retirement service from other Government, retirement services. It 
would be separate from your military re irement. And the fact that 
Ihe State Department has it doesn’t commend it to me a bit. 

But it would be separate from the military retirement. It would 
apparently be separate also from civil service retirement. I don’t 
know whether you have a provision under which a person could 
retire from civil service or retire from the military — he can retire 
; rom the military with 20 years’ servile at age 40, some of them 
were doing it — and come in under this thing, and get in another 5 or 
it) years, and go out at age 50 with an entirely added on retirement. 

i don’t, believe CIA needs that kind of inducement to recruit its 
people. You have a lot of other inducements to go along with it. 

We are talking about, a retirement system here now. And this is 
something that we have to work out. 1 don’t care to pursue it. 
further at this stage, Mr. Chairman. It is just one little facet of this 
hill, but I think it. is something we have to look at and look at very 
carefully. _ 

Mr. Huddleston. Mr. Chairman, one brief question. 

Mr. Rivers. Yes. . 

Mr. Huddleston. General Carter, at the top ot the chart is the 
statement “Optional retirement, immediate annuity, age 50 at 20 
rears.” Now, at whose option is that retirement? 

General Carter. That is at the individual request of the employee, 
but only with the approval of the Director. 

Mr. Huddleston. Now, then, that is the provision that has as its 
purpose getting rid of these worn out types who have rendered good 
service, but who have lost a considerable amount of their motivation. 

General Carter. You are talking about the fellow who has to 
retire because of motivational exhaustion or family problems? 

Mr. Huddleston. Yes. 

General Carter. This sort of operation ; yes, sir. 

Mr. Huddleston. And that is the provision that would apply to 
him. 
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Now, that is purely voluntary on his part? 

Mr. Echols. Right. 

General Carter. Yes, sir. 

Mr. Huddleston. How will that accomplish the purpose for which 
it is intended ? Except it would be an added inducement for him 
to retire. But if he refused to retire, then what recourse would you 
have? - J 

General Carter. Well, the Director may at liis discretion, if he 
Mas reached the proper age and service under this new proposed 
system, retire him. 

Mr. Huddleston. He can retire him at age 50 ? 

General Carter. Yes, sir; with 20 years’ service, whether or not 
he wants to retire. 

Mr. Huddleston. In other words, it is not only at the option of 
the employee, but it is at the option of the Agency, also ? 

General Carter. Yes, sir ; option of the Director. 

Mr Huddleston. Well, then, the .chart that was on before said 
that the mandatory age of retirement was 60— the chart that was 
up there first. 

General Carter Yes, sir. That is mandatory, sir, and that is the 
age beyond which he cannot be employed. 

Huddleston. So it is mandatory at age 60 , but optional on 
e tnei side, either the employee or the Agency, at age 50 with 20 
years o± service; 

General Carter. Well, it is optional on the part of the Director in 
both cases. It is optional on the part of the employee, providing 

the Director opts also, or accepts the option 1 ' 1 

Mr. Huddleston. At age 50 with 20 years’ service? 
on®rp"rtSS)h«’„f ' “ ‘ S ' mlIy “ authority 


Mr. Huddleston And so the Director can compel retirement 
its’ service ? 


at 


age 50 with 20 year.. 

General Carter. Yes, sir. 

Mr. Huddleston. If lie is lit ? 

General Carter. Yes, sir. 

Mr. Huddleston. Thank you. 

General Carter. We have right now under the civil service system 
a Board of Officers, senior officers, which reviews all of our person- 
nel who are eligible for retirement within the next 2 or 3 years. 

W 5" Periodically and go over these cases. And then they 
advise that officer again with the approval of the Director, just what 
his chances are of being held on beyond the normal age of retire 

So that he has information within 2 years before he might nor- 
mally be eligible Tor retirement whether or not' his capacity 8 is such 
that he will be kept on. 1 J 

Huddleston. And if this bill is passed, then that would be 
age oO with 20 years’ service? 

General Carter. Yes, sir; it could be. 

Mr. Rivers. Mr. Huddleston, are you finished? 

General Carter. Providing he met all the other requirements of 

Mr! hSISJSn' ° lZtSi° r "' h0m tMs 

Mr. Rivers. Now, Mr. Gavin, did you have a question? 
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Mr. Gavin. This extraordinary person that you propose under 
diis 5-year system: Supposing his work is completed in 3 years, 
and he leaves the profession, Oiat he has well established. Do you 
think he is going to come in for the limited time that you might 
require — and say it would be 3 years — for the particular purpose, 
that you may require him, and be satisfied with the annuity that 
you are going to pay him after he leaves a very responsible position 
:hat may have taken years to secure ? ! 

General Carter. Well, I think the choice, sir, would be up to 
die individual circumstances for each person. 

Mr. Gavin. Whether or not he would accept 

General Carter. It is some incentive, sir. It is some incentive, 
and not a great deal. 

Mr. Gavin. Well, if you inquired a professional man for a 
certain particular assignment, and that assignment had been com- 
pleted, and you had no further use for him, do yon think he would 
be satisfied with the annuity that he would receive after 3 years, 
to leave his present position to come in to render a special service 
for you, or your department ? 

General Garter. We would not normally take that type of per- 
son on as a staff employee, sir. We would take him oil as a con- 
tract employee or a contract agent, and hire him for an annual or 
a 3-year contract at reasonable scale, as we hired the U-2 pilots 
wlio were on contract. And then when their services are over, 
we are free of them. Wo have no retirement or annuity responsibil- 
ities at all. 

Mr. Rivers. This would be strictly a special contract? 

General Carter. A special contract ; 

Mr. Rivers. Now, Mr. Blandford, 
before we recess. 

Mr. Blandford. Yes, sir. 

Mr. Rivers. We can’t meet this ajftemoon because we have a 
bill on the floor. 

Mr. Blandford. All right, sir. 

I think I should read so that General Carter and others can take 
the appropriate action. 

Mr. Rivers. Sow, I want you all to hear this. 

Mr. Blandford. The letter is addressed to the chairman, Mr. 
Vinson, from the Committee on Ways and Means : 

Hon. Carl Vinson, 

Chairman, Committee on Armed Services, 

U.S, House of Representatives 

My Dear Mr. Chairman : it lias come :o the attention of ;he Committee 
on Ways and Means that II.R. 7210, which you introduced at the request, of 
the administration, and which would amerd the Central Intelligence Agency 
Act of 1949, contains provisions relating tjo the Internal Revenue Code. It 
has been the practice of the Committee oh Ways and Means in such cases 
to request the committee concerned that it not act on provisions within the 
.-jurisdiction of our committee until we hive had an opportunity to review 
the provisions and submit to the committee concerned whatever action the 
Committee on Ways and Means feels should be taken on the particular 
provision. 

Some of the better known examples, of which you are not aware, are ■ 
The Federal highway program (Committee on Public Works', wherein the 
Ways and Means Committee handled the highway trust fund provisions ; the 
Peace Corps legislation (Committee on Foreign Affairs), wherein our commit- 
tee handled the tax and social security provision; legislation relating to the 


yes, sir. 

j you have a letter there- — 
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PSiiiiiilg 

=|?'5SSaSIS~'- , =J'i 

Sincerely yours, 

Wir.BUB D. Mirxs, 

Chairman. 

John W. Byrnes, 

_ Ranking Minority Member. 

p r ' Chairman, I discussed with Mr, Irwin of the Ways and Means 
Commit,* tins morning this bill, and indicated 
. i this time Mjis to complete the subcommittee hearings this week bv 
T n d 'T p ° rl the bm to Bie committee by Tuesday 

takeS bill II P there ^ r ®’ that . tllc CIA‘ representatives 

Tr rms lull, tl.lv. <216, discuss it immediately with the Wavs and 

report wK 1 th?W d tiy d° yr° rk 0 l VV l se £ arate title and a separate 
a, 1 tbe ^ a ys and Means Committee can approve which 

ii 721fi OU i n be ~ W ® c ® ul( d strike out, the Internal Revenue lan«ma«e 
f * PK 1 T * dd a separate title with whatever they approve with reo-ard 
o the Internal Revenue Code, and report the bill with their su°-o-<Tsted 

“rs ™S"' 5W-* iw-hichlZiT^ 

n tl! w T • i Becaus ,° ^ are in their jurisdiction in two areas 
other o^gift° s f my knowled §' e ’ one on disability retirement and the 

^General Cauteu. Yes, sir; wo will undertake to do that inimedi- 

oiitof irt VERS ' Why d ° n,t we fo° ow that course and see what comes 

Mr. Blandford. Yes, sir. 

General Carter. Yes, sir. 

Mr. Rivers. You can get them to do that today. 

General Carter. I am sure, if we can get right at it. 

today. BLANDF0RIi ‘ 1 am sure Jt can be brought to their attention 

bynextwe e ek° U8 ’ ht t0 ^ somefchin g to bring back to us certainly 

Mr. Rivers. Let us do that. 

Have you finished your statement * 

C “' ^“P 4 f » r disability retirement, sir , whiA m 

y Mr. Rivnra. We had better get to the floor. I don’t think that 
General Carter. Yes, sir. 
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10 in the morning. General? 
je can get moving. 


Mr. Riveks. Why don't we recess until 
And if you could be back then, I think w 
Mr. Blandford. If everyone will leave- 
Mr. Riveks. Now, everything be left. 

Mr. Bates. Is this [displaying document] the only thing that is 
classified? 

Mr. Houston. Yes, sir. 

General Cartek. Yes, sir. 

Mr. Bates. The rest of it is all right ? 

Mr. Houston. Yes, sir. 

Mr. Rivers. Thank you very much, gentlemen. 

Mr. Carter. Thank you, Mr. Chairman. 

(Whereupon, at 11:52 a.m., the subcommittee adjourned until 
Wednesday, July 24, 196-3, at 10 a.m.) 


House of Reeresentatives, 

Committee on Armed Services, 

SuHCOMMTTTEE No. 1, 
Washington , D.O., Wednesday, July H, 1303.^ 
The subcommittee met at 10:50 a.m., Hon. L. Mendel Rivers, chaii 
man of the subcommittee, presiding. 

Mr. Rivers. Let the committee come t<j> order 
General Carter, if you will start your 
Have we got any more copies of this ? 

General Carter. Yes, sir. 

Mr. Houston. Yes, sir. 

Mr. Rivers. I would like for the other member 
Mr. Houston. I will give them out. 

Mr. Rivers. Go ahead, General Carter. 


Statement. 


General Carter. Mr. Chairman 


the 


any difficulty with the Ways 


v vpiiw-a ui ' 

same people who were here yesterday, * . , . 

the State Department, who is the expert on the administrative 
and personnel actions in connection with their legislation. 

Yesterday, in compliance with the chairman s instr 
staffs met. with the House Ways and Means Committee, and tomor- 
row we will have a hearing with that committee which will be 

handled by Mr. Houston. . . 

At the moment we do not anticipate 
and Means Committee. 

GeneraYcARTim >< When this subcommittee recessed yesterday I had 
been discussing the involuntary retirement provisions of the pro- 
posed CIA retirement system— m particular the feature of this pi 
posal which would permit the payment of an immediate annuity to an 
^lyee iiTade GS-14 or above who is involuntarily retired or 

selected out. after 5 or more years of service. . 

1 number of points came up in thisjdiscussion, and with your per - 
mission I would like to start today bV describing some of the mam 

considerations involved. _ 

TWU under the. Civil Service Retail. - - — 

Service Retirement Act an employee who has at least 5 years of seiv- 
STlS annuity i he Wa tile *rv,<» 
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Under our proposed system the same entitlement to an annuity 
is earned. 

The novel feature of the provision, therefore, is not the individual’s 
entitlement to an annuity. The question is whether this annuity 
should commence immediately upon the involuntary retirement of 
an officer at GS-14 or higher or whether it should be deferred. 

We believe that an immediate annuity is warranted for the employee 
in GS-14 or higher who is retired involuntarily. Officers at this grade 
level, almost without exception, will be at least middle aged and at a 
considerable disadvantage in beginning new careers. Depending on 
the number of years he has served, such an officer would receive an 
annuity of 2 percent per year of service which would provide at least 
supplemental income permitting him to take other, perhaps less re- 
munerative, employment. 

I think it, would be timely to describe the career management of the 
particular group involved in this early retirement system we are pro- 
posing, and to show how unlikely it would be that there would be in- 
voluntary retirements at the GS-14 level with less than 10 or 15 years 
of service, except in the most unusual and limited circumstances. 

Mr. Rivers. Now, if a man just had the 5 years, which would make 
him eligible, and he were a GS-14, how would the 2 percent per year 
come in ? 

General Carter. If he were eligible for retirement under the criteria 
established by the Director for this limited number of people in the 
Agency? 

Mr. Rivers. Say he just got qualified, he just had the 5 years. 

General Carter. Yes, the 5 years, tie would be eligible for an an- 
nuity amounting to 10 percent of his average salary over the preced- 
ing 5 years. 

Mr. Rivers. That is right. 

General Carter. That is his 5. 

Mr. Rivers. That is the way it goes. 

General Carter. Ten percent. 

So if he was an $18,000-a-year man 

Mr. Rivers. Ten percent, he would get $1,800. 

General Carter. lie would get $1,800 a year ; yes, sir. 

Mr. Rivers. Five years, he w T ould get twice that. 

General Carter. In 1 0 years he would get twice that. 

Mr. Rivers. I mean in io years he would get twice that. 

General Carter. Yes, sir. 

Mr. Rivers. And if we keep in mind it is always a GS-14 or an above 
with a minimum of 5 years, we understand this. 

Genera] Carter. Yes, sir ; that is correct. 

This group which is subject to our retirement program- 

Mr. Rivers. Let me interrupt. Under your recommendation, there 
would be nothing deferred at all until they hit the 62, or whatever it 
is? 

General Carter. For GS-14’s and above ; yes, sir. 

Mr. Rivers. They would get it immediately. 

General Carter.' They would start getting it immediately. 

Mr. Rivers. Because of the advanced age and so forth. 

General Carter. They are at least past middle age. 

Mr. Rivers. I understand. 

General Carter. Yes, sir. 
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Mr. Rivers. I understand perfectly, . 

General Carter. The group subject to the retirement provisions of 
our program has a remarkable cohesivejness and tenure. 

We have a recruiting program of young highly qualified people of 
average age in the middle 20’s — of those we presently have in training 
the average age is 27. One happens to be 21. One is 35. But the 
average age of our junior officer trainee^ is in the 25-year group. 

Mr. Rivers. Now, when they come aboard — that is, when they come 
into the organization, after this training— -what are they? GS what? 

General Carter. They will come in as GS-7’s and 8’s. 

Mr. Rivers. And what do you call these people when they come in ? 

General Carter. We call these junior officer trainees. 

Mr. Rivers. .Junior officer trainees. 

General Carter. And they are on probation with us for 3 years, 
after a very extensive training program. 

The training consists of both special courses in the difficult and often 
unique arts of intelligence and their •elated fields, and on-the-job 
training in various divisions within the Agency. 

As a rule, they are GS-7’s and G-S-8’s. 

Mr, Rivers. As a rule. 

General Carter. As a rule. 

They progress into regular assignments in their career service, de- 
pending almost entirely on promotion from within. Lateral recruit- 
ment— that is, going out and bringing them in — particularly at the 
higher grades, is most unlikely as the techniques and experience neces- 
sary to fulfill the larger responsibilities of our career staff officers are 
lot generally known or practiced outside of the trained and experi- 
enced Agency staff' people. 

Mr. Rivers. Say somebody were to come to a Member of Congress 
and say, ‘‘I would 1 ike to be considered for a job in the CIA.” I have 
lever experienced it, myself. 

Mr. Hardy. Well, I have. But it doesn't help. 

Mr. Rivers. I know. 

Mr. Hardy. If he comes to Congress, it doesn’t help a bit. 

Mr. Rivers. Well, how do they do? Ho they just turn them right 
over to personnel ? 

General Carter. I didn’t catch the last, phrase, Mr. Chairman. 

Mr. Rivers. They write to the Directc r or the Chief of Personnel ? 

General Carter. Yes, sir, they can wr te to the Director and it will 
end up with the Director of Personnel. 

Invariably we interview them and fine out if they have capabilities 
that we need, and in many cases we process their complete applica- 
1 ions. 

I might point out that a letter to the Director from a Congressman 
is no guarantee of employment. 

Mr. Hardy. It sure isn’t. 

Mr. Rivers. I know that. 

General Carter. As I say, a letter to the Director is no guarantee 
of employment. 

^ Mr. Rivers. Do you have some kind of an understanding with the 
FBI, for instance, as an area to get people, with their help? 

General Carter. We employ a number of people who were previ- 
ously with the FBI. 

Mr. Rivers. I would imagine so. 
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General Cabter. We have the closest relationship with the FBI 
particularly in ascertaining the security clearances of personnel before 
we take them on board. 

Mr. Rivers. Do you have any kind of agreements with any of the 
universities ? 

General Carter. Yes, sir, we have a comprehensive recruiting sys- 
tem throughout the universities. And in fact, the junior officer 
trainees that we now have on board have come from 06 different in- 
stitutes of higher learning. One-third of them have master’s de- 
grees or better. They are a very liigh-class group of people. 

We have to do our recruiting somewhat quietly in that we don’t 
advertise the type of work that they would be subjected to. But as 
soon as we have a college graduate or a young fellow who seems 
oriented in our direction, we get right with him and give him a better 
idea of the career that we can offer h im in the agency. 

Highly specialized skills needed on a temporary basis, as distinct 
from a permanent career basis, can be and we do acquire by contract 
or by reserve appointments. Neither one of these are eligible for the 
retirement provisions we are now proposing. 

This indicates, I feel, that employees will not normally reach the 
grade of GS— 14 unless they have had at least 12 or 15 years of service 
and in the career service. 

The 5-year period which we discussed yesterday, therefore, is a 
repetition of the Government-wide principle that eligibility for re- 
tirement benefits commences only after the completion of at least 5 
years of service, and in practice retirement at that t ime would not take 
place except under the most exceptional circumstances. 

I would like to emphasize our basic concentration on the junior 
officer training program and the establishment of a career service in 
which people will remain throughout their Government service, 
progressing through the ranks. 

Mr. Hardy. Well, what percentage of CIA employees would be 
covered by the liberalized retirement provisions that you have here? 

General Carter. Between 25 and 30 percent of our employees. 

Air. Hardy. All right. 

General Carter. Yes, sir. If at the time they are eligible for re- 
tirement they meet I he criteria established by the Director, they 
are at all times eligible for the Ci vil Service 'Retirement Act. 

Mr. Hardy. Yes ; 1 understand that. 

But you are getting right down to the point. And I think maybe 
Mr. Blandford should develop this more fully. 

But you are getting right down to one of the key points in this 
whole thing. 

What kind of guidelines or statutory guidelines are going to be 
provided to keep everybody in CIA from being eligible for this kind 
of coverage? 

Mr. Rivers. Let me take a whack at it — — 

Mr. Beandeord. That is the key to it. 

Mr. Rivers. Wait now. That is important. 

Once you get into this career field you remain in it until you are 
out ot the service, because you are always subject to recall to Washing- 
ton for retraining and any staff job you have here would be deemed 
temporary. 

Mr. Beandeord. Well, Mr. Chairman 
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Mr. Rivers. Wait now. 

Mr. Blandford. That is not correct in (his respect. 

Mr. Rivf.rs. Well, it is the identical way with the State. Depart- 
ment. Y on have F oreign Service officers. 

Mr. Blandford. Perhaps I can clarify some of this. 

Mr. Rivers. Isn’t this right, General ? 

Mr. Blandford. The problem that Mr. Hardy raises, and I think 
the problem that we have got to know the answer to, is this : 

That is, this bill, stated by itself, says the Director will decide who 
vvil 1 be in t.h is ret irement system and who w on’ t. 

What do you do with a man who after 6 or 7 or 8 years in this 
business comes back to Washington. His motivation is gone, or at 
least he has lost his desire to engage in such activities. So they give 
him an assignment i n W aslii ngton. 

And does the Director at that point say “Now we are taking you 
out of this retirement fund and you are going back under the civil 
service retirement: fund?” 

Now, the question is, does he get 2 percent for each year in those 
activities ? 

How do you handle something like this? 

How do you put the brakes on the number of people that can come 
into this program? How do you handle the problem between the 
man who is in one operation, or one system, and then goes back into 
another one? 

These are the things I think Mr, Harcty is trying to develop. 

Mr. Rivers. That was mine, too. 

I figured once he was in it, he was in it. 

General Carter. No, sir. 

Mr. Blandford. Not necessarily. 

General Carter. No, sir. .... 

The only time he is sure that he is iiji it is when adjudication has 
been made by our own Retirement Board and by the Director that he 
is in fact eligible for early retirement. 

Mr. Rivers. Well, if he has got 10 years’ qualifying service and 
comes under this, he can come of course he is already a GS-lf. He 
can get out with 2 percent a year, as Mr. Blandford says. 

Mr. Blandford. He could, but he ir ight want to continue as an 
employee of the CIA. 

Mr. Rivers. Take the 10 years over here under the special one, plus 
the 10 years over here under the civil serv ice ? 

General Carter. No, sir. . 

The deduction from his pay throughout his service is the same, 6y 2 
percent. 

Mr. Rivers. Six and a half percent. 

General Carter. Yes. . 

It is not until his retirement criteria js actually determined that he 
knows whether or not he is eligible for th ?se provisions. 

Mr. Rivers. Well , at the end of 20 year's he wi 1 1 know. 

General Carter. If it is early retirement, he will have to request 
early retirement and be passed on by our Retirement Board and by 

the Director as having met these peculiar! requirements. 

Otherwise, he would retire under whatever civil service provisions 
are available to him. 

Mr. Rivers. Well, this is going to present, a problem. 
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Mr. Blandford. Well, it is a problem to this extent, also, Mr. Chair- 
man : 

Really, what you are asking this committee to do — it seems to me 
that what we are being' asked to do here is to give to the Director of 
the CIA a great deal of authority to determine how he will operate 
two different retirement systems. 

Mr. Echols. Yes. 

Mr. Blandford. The only thing you can do is put faith in the Di- 
rector and then future Directors, that they will not abuse the system. 

The only way we can check on the system would be to have the CIA 
come back here at some future date and say, “Plow many people are 
now considered to be covered under this type of retirement?” 

This is the only control the Congress will have over it. The way 
this bill is set up, you will get a separate appropriation for retirement 
from some source, in order to pay this. 

General Carter. That is right. 

Mr. Blandford. So therefore you are really asking for a great deal 
of authority comparable to the authority we gave you back in 1948, 
in which we said you could have unvouchered expenditures. 

Now, actually, I suppose, in some respects you could do a great deal 
of this under the very general authority to spend funds without ac- 
counting for them. 

General Carter. I don’t think it is quite this way, sir. 

The authority we are asking for for 25 percent of our people is 
the authority which is already in existence for the entire Foreign 
Service. 

So we are not asking for anything at all that has not already been 
clearly established and provided for for the large bulk of one agency 
which serves overseas. 

Mr. Blandford. That is right, General. 

But, the point is this. The Foreign Service officer is easily identi- 
fiable. He enters into the Foreign Service, and this is on a career 
basis for him. He is promoted or passed over. It is a promotion 
system. 

He has a guaranteed retirement system which guarantees him that 
if he is stdl active in the Foreign Service at the end of 20 years he 
can apply for retirement. 

I don’t believe it is a vested right. I think it is up to the Secretary 
to decide u r hether he will retire or not retire upon the completion o"f 
20 years. 

Now, what, you have done is to take the retirement system that 
best meets your needs — rather than create a brandnew retirement 
system, you have taken the Foreign Service Retirement Act and 
said. “Let us apply the best provisions of the Fireign Service Retire- 
ment Act to our own perculiar problem.” 

Now, nowhere in the bill is there a limit on the number of people 
that this can apply to. 

You will have a problem that the Foreign Service officer does not 
have, and. that, is : you will have people going from one type of opera- 
tion into a staff job in Washington. 

I his is bound to happen. You are bound to have people at the end 
of 10 or 12 years who will come back to Washington, and you will make 
them a branch chief, and they no longer, all things being equal — 
the Director in good conscience can’t say, “Now, you are no longer 
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entitled to participate in this special retirement fund. Y on are going 
to come under the regular civil service retirement system.” 

Now, of course, when that happens, thf — — - 

have a choice. Because he is getting 2 t 
was covered under the special retiremt 


p individual may or may not 
lercent for each year that he 
nt system. And when he 


switches back over into the civil service retirement fund he drops down 


to li/ 2 percent, and ire must then meet 
qualifications. 

And this is going to be a problem for Cl 
Whether or not the indi vidual at that p 
1 e allowed to take an annuity is one of 
in this bill. 

Mr. Stratton. Mr. Chairman, could I 
Mr. Rivers. Y ou still have the floor. Mr 


the civil service retirement 
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loint, if he is a GS-14, should 
the questions that is solved 

,sk a question ? 

Hardy. 


Mr. Hardy. Yes, but the whole thing fs one that was left- 
Mr. "Rivers. Let me say this. 

Mr. ITardy. Go ahead. 

Mr. Rivers. Let me say this. 

Why couldn’t we take it at this point ? 

You are speaking for the employee’s rights too, Mr. Blandford. 

Mr. Blandford. Yes. | . 

Mr. Rivers. He has the right to have his rights adjudicated 
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almost anything he wants to. 

Mr. Rivers. 1 know. But the Direeto may not want to do it. 

We have to give the employee some rig it. You see what I am talk- 
ing about? 

Mr. Blandford. Yes, sir. _ . 

The problem—! can certainly appreciate why the language m the 
bill has to bo fairly broad. 
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Mr. Rivers. Right. You have to have alot of discretion. 

Mr. Stratton. Mr. Chairman- — - 

Mr Harry. If this thing becomes h w as it is, it- won't be very 
. ong before everybody in CIA will be covered under this program. 

Mr. Blandford. That is the problem. 

The only way you can control it is by 
ind asking the Director to report back 
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Mr. Hardy. You don’t write good legislation that way. 

Mr. Blandford. No. But I don’t know how else you are going 
co do that here. 

Mr. Hardy. There is one other aspect. . 

I realize the point the General mside a minute ago, that tins 
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This is the first time, I want yon all to keep in mind, that we are 
trying to legislate for an organization that has not been a part of 
our American way of life since its inception. This is a new thing 
we have here. 

Mr. Hardy. I think that is right, but 

Mr. Rivers. This kind of work has just not been our business. And 
those whom we have in it we have to take care of. 

Mr. Hardy. Yes, but we don’t want to fall flat in trying to do it. 

Mr. Rivers. I was impressed with what Mr. Helms said. 

Where did you come from ? 

Mr. Helms. Where do I come from, sir ? 

Mr. Rivers. Yes. 

Mr. Helms. You mean what did I do before I came in this work? 

Mr. Rivers. Yes. 

Mr. Helms. I was a newspaperman. 

Mr. Rivers. You see, you never got in the ground floor of the For- 
eign Service. They haven’t' accepted you yet. So you got your prob- 
lems, too. And we got to recognize that you got problems. 

And you have to recognize that we are not — this committee is not 
looking with suspicion on you gentlemen. 

Mr. Bates. lie is making good progress. 

Mr. Rivers. You are getting better all the time. The committee is 
warming up to you more all the time, as you can observe. 

General Carter. Mr. Chairman 

Mr. Gavin. Mr. Chairman. 

What happens to a Regular Army officer who is assigned to the For- 
eign Service? Is he entitled to any benefits or is he just with the 
Regular Army assigned to the State Department ? 

General Carter. He is with the Regular Army and retains all of his 
military benefits. 

If he chooses to leave the Regular Army and transfers to the For- 
eign Service and is able to accomplish this, then he comes under For- 
eign Service regulations. 

Mr. Gavin. Do you have many that come from the Regular Army 
that decide to transfer to the Foreign Service ? 

General Carter. I know offhand of only one, sir — Ambassador By- 
roade lias done this. He was a brigadier general in the Army. He 
resigned from the U.S. Army, and forfeited all of his — about 16 years 
of equity — and then took the Foreign Service examinations, passed 
them, and he is now the rank of Ambassador. 

Mr. Gavin. While he is still in the Regular Army, is he entitled to 
any special benefits that might accrue under this system you propose ? 

General Carter. None whatsoever, sir. He is no longer in the mili- 
tary service at all. 

And I served in the State Department for 3 years, but I was on the 
military payrolls, paid by the military, working for the Secretary of 
State. 

Mr. Stratton. Mr. Chairman. 

Mr. Rivers. Mr. Hardy, have yon finished ? 

Mr. Hardy. Mr. Chairman, I am finished with this. If Mr. Strat- 
ton wants to pursue it ? 

I have some other points later on. But I will yield now. 

99-066— 63— No. 20 4 


Approved For Release 2002/03/20 : CIA-RDP78-03721A0001 00050005-9 



Approved For Release 2002/03/2§g^lA-RDP78-03721A000100050005-9 


General Carter, Mr. Chairman 

Mr. Stratton. Mr. Chairman. I would like to ask one question to 
clarify this. 

This bill is requested for a limited number of your people. You 
have indicated to us generally the number of persons that it would 
apply to. 

N ow, do I understand that there is 

Mr. Gavin. I wonder if you would talk a little louder. We can’t 
hear you over there. 

Mr. Stratton. I didn’t realize the other members of the committee 
were interested, Mr. Gavin. I would be very happy to. 

■Mr. Bates. Oh. 

Mr. Stratton. Do I understand that there is no actual distinction 
i u any formal sense between an indi vidua 1 who is in this type of service 
and an individual who isn’t? 

In other words, you are not under any different register. You just 
happen to be performing a particular function at a particular time; 
is that right? 

General Carter. Well, sir, we have in the Agency a career service 
system, and this would be one of those career services/ 

Mr. Stratton. Well, now, if a man is hired for CIA for such serv- 
ice, is he assigned to that particular service ? 

General Carter. Yes, sir. This does not preclude his transfer at a 
subsequent date to some other position if he seems better suited to 
t hat. 

Mr. Stratton. Now, this is what I wan ; to get clear. 

When he comes back to Washington f >r a staff job, does lie then — 
i > he then transferred out of that ser vice ? 

_ General Carter. No, sir. He remains assigned to that service, and 
It is duty assi gnment is established based or i need. 

Mr. Stratton. Then 

Genera] Carter. It is the same thing as in the military services, 
sir, where you have Signal Corps, Trans portation Corps, Armor, and 
so on. 

Mr. Stratton, Exactly. 

He comes hack and, in a sense, is rotated for a little shore leave; is 
that right? 

General Carter. Yes, sir. 

Mr. Stratton. All right. 

Then this would not mean that you would have people transferring 
in and out every time they came back here, and that as Mr. Blandford 
suggested a moment ago, everybody in CIA who might touch foot — 
everybody in CIA might touch foot hr icily in that service, and there- 
fore every body wil 1 become eligible for thi s bill . 

If you operate the way you sugg€-.st, tha t wouldn’t be true; would it, 
General? 

General Carter. Well, this is certain y not the way it would be 
operated. 

I think Mr. Blandford’s point was that the way the legislation is 
worded, if you had a director in whom yop did not have faith, he could 
do this. 

Mr. Bivers. I think that is absolutely right. 

General Carter. I think that is Mr. B andford’s point. 

Mr. Rrandford. That is all I am saying!, General. 
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Mr. Rivers. That is right. 

Mr. Stratton. You have a particular category. The number of 
people that are in this category is known. It is a reasonably fixed 
number. And unless some shenanigans, that isn’t going to be changed 
without some considerable knowledge of that fact; is it? 

General Carter. Well, some of the people, sir, even in that career 
service may never become involved in the type of activity for which 
this special retirement act is requested. Some of them may never. 

On the other hand, we also have officers 

Mr. Stratton. I don’t understand that. Some people in this partic- 
ular service may never become eligible for the type of coverage. 

Genera] Carter. Yes, sir. 

Mr. Helms. May I explain this, Mr. Stratton? 

[Deleted.] 

Some analysts will probably never go overseas and will never live 
a life any different from any other civil service employee, even though 
they work in that career service and support that service they would 
not be entitled to the benefits under this retirement system.. 

Mr. Stratton. But that would be an administrative decision. 

Mr. Helms. Correct. 

General Carter. That is correct. 

Mr. Stratton. Now let me ask one other question, if I may, while 
I have the floor. 

General, you have indicated in your prepared statement here that 
actually the people who would be eligible for this retirement after 5 
years or more of service would be in the nature of the case a very small 
number. 

Now, the question, or the point that I was trying to make yesterday— 
and I am not, sure that I made it clearly — I would like to ask you about 
again. 

We are constantly referring to the term “selected out” or “involun- 
tary retirement,” and I think the parallel with the military service is 
the one that immediately comes to mind when you use the term “se- 
lected out:,” It implies that somehow an individual, an officer, has not 
quite measured up to the norm. lie hasn’t quite measured up to the 
specific requirement, and so he, is “humped out,” Ire is selected out, 
or what have, you. 

In your Agency is it not, the case that, people who might be selected 
out: or involuntarily retired in this way would not necessarily at all bo 
those who had failed to measure up, but, who because of the peculiar 
nature of your work had found their usefulness coming to an end might 
be selected out but not necessarily because of any failure to measure 
up . Is that, cor rec t ? 

General Carter. That is correct. 

[Deleted.] 

General Carter. I think your analysis is correct,, that this is a selec- 
tion out for reasons other than poor performance of duty in most cases. 

Mr. Houston. That would be true of many of those 125. 

General Carter. Now as I said yesterday, I personally, and with 
great pain, relieved 125 employees last year within the Agency. [De- 
leted.] I reviewed every one of those cases myself, acted on them 
myself, and I tell you it was painful, because they were just surplus to 
our needs. They'had skills, in the most part, that we no longer re- 
quired. 
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But about, the only thing I could do for most of them was to give 
them about what amounted to a year’s pay, 1 month per year of service, 
prior to their departure, and to assist them through our Director of 
Personnel m every possible way in getting them reemployed either 
m the Government or in civil life. 

Mr. Rivers. If you had had this act, that is, were this on the books 
at this time, you could have taken advantage of the selection out pro- 
visions of this ? 

'General Carter. I could have, sir, for those grades of GS-14 and 
above. And the bulk of them had service anywhere from 9 to 16 years. 

I could have given them an immediate annuity. For those below 
GS-14, 1 could have given separation p ay and an annuity at the time 
they retired at age 60 — if they met the requirements as the Director 
might determine. 

Mr. Gavin. Over what period of time ? 

General Carter. This will be, sir, at the discretion of the Director, 
based on recommendations established by the Retirement Board of the 
A-gency. 

This is no different from the determination that lias to be made by 
the Federal Bureau of Investigation and other detection and law en- 
forcement agencies who have the same privileges, of 50 and £i0. 

They can’t determine whether a man is eligible until the time has 
come. 

Mr. Stratton. General 

Mr. Rivers. Right there, Mr. Stratton 

Mr. Stratton. Excuse me. 

Mr. Rivers. I just wanted to ask him Did you get any part of this 
from the FBI Act? 1 & J 1 

General Carter. No, sir. There is not what amounts to an FBI 
Act, as such. 

Mr. Rivers. They have discretion. 

General Carter. On retirement. 

Mr. Rivers. They have discretion of hi ring and discretion in retire- 
l nent. And they have 20 years. 

General Carter. With 50 years and 20 years service, yes, sir. 

Mr. Rivers. Go ahead, Mr. Stratton. 

Mr. Stratton. Now, General, coming back 

General Carter. That is an amendment to the Civil Service Retire- 
ment Act. 

Mr. Rivers. The Civil Service Act, that is right. 

Mr. Stratton. Coming back to t hese 125 that you said you relieved. 
Mr. Stratton. This sounds pretty much like the same kind of thing 
that we get in the hump legislation in the Navy and the white charger 
1 Legislation in the Air Force. 

In other words, you just got a surfeit of people, of skills,, that have 
somewhat become outmoded ? 

General Carter. This is what generates this, sir. 

Fortunately, in some eases we found a heed for those skills in other 
departments of the Government, and in some cases we were able to 
have these people reassigned even at a grade higher than what we had 
been giving them. 

There was nothing wrong with them as people. 

Mr. Gavin. Approximately, out of the 125, how many did you get 
placed in other branches of Government ? 
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General Carteu. 125 we released from the Agency, sir ? 

Mr. Gavin. Yes. I say, liow many did you find jobs for ? 

General Carter. In the neighborhood of 45 to 49. 

Mr. Echols. Eight. 

General Carter. I can furnish the complete records if the committee 
would so wish. 

Mr. Gavin. Did the State Department take any of them ? 

General Carter. Yes, sir. 

Mr. Gavin. Approximately how many ? 

General Carter. As I recall, sir — and I would have to give you the 
figures — there were two or three who transferred to the State Depart- 
ment. 

A. number to the Department of Defense, several to Agriculture and 
Commerce, and many within our own Agency transferred from an 
activity in which they had been determined surplus in their service, 
but we were able to, by retraining, reorient them so that they were 
capable of performing adequately in other services. 

Mr. Hardy. I would like to pursue this one point, if I might, because 
I had this one down here as a note, too. 

We are talking now about some specific involuntary separations. 
And I wanted to inquire as to whether you had statistics which you 
could furnish now, if you have them, and if not, later on, as to the 
number of involuntary separations over a period of years, the length 
of service, and the age groups in which they fall, and also the grade 
at the time of separation. 

Now, we have been talking about this 5-year thing. I don’t know 
whether — do you have such figures as that ? Have you compiled them ? 

General Carter. I don’t think I have them here, sir, but I know in 
most every case. 

There are a total of 191 personnel that have been involuntarily 
considered for separation from the Agency in the past 2 years. 

This program has only been in existence 2 years. 

Mr. Hardy. Well, then, you ought not have much trouble in de- 
veloping the figures on it. 

General Carter. No, sir. We have all the figures. I do not have 
them with me. 

Mr. Hardy. I think they would be very important in our discussion 
of this retirement, regardless of age, for those above grade 14. 

How many of those have been actually separated, of people above 
grade 14? 

General Carter. Do you have those figures, by any chance? 

Mr. Echoes. Of last year’s exercise, to which the general referred, 
28 of the group were in grade 14 or 15. 

Mr. Hardy. Well, grade 14 or above. 

Mr. Echols. Fourteen and above. 

Mr. Hardy. Twenty-eight. 

Now, what was the length of service of those people, now? Hoy 
did they vary ? 

Mr. Echols. One had 30 years’ service; 10 had 20 to 24 years’ 
service; 7 had 15 to 19 years’ service; 3 had 10 to 14 years’ service, 
and 1 had 9 years’ service. 

Mr. Hardy. All right. 

Now, of your seven, what age groups did they fall in ? 
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Your seven, three, and your one— let’s talk of the ones under 20 
3 ears. 

Mr. Echols. I am sorry, I do not have the ages of these in- 
dividuals. 

Mr. Hardy. Well, I just wonder if we aren't worrying about -some- 
thing that actually isn’t too important, and if we shouldn’t have an 
age limitation on there as well as a right to deferred annuity, as 
would happen below grade 14. Below grade 14 they can retire on a 
deferred annuity. 

General Carter. Yes, sir. 

Mr. Hardy. And that is anybody. 

General Carter. Yes, sir. 

Mr. Hardy. So I think w-e ought to understand what we are talk- 
ing about with respect to these above grade 14. 

Because most of the ones that you have separated above grade 14: 

It wouldn’t, have made a bit of difference, because their length of 
service was above 20 years. 

General Carter. That is correct, sir. 

This is one of the reasons we would like to get this retirement, al- 
though the bulk of these people would not have been eligible even 
under this retirement bill for the 50-20. 

Mr. Hardy. You are going to have tc do a lot of fancy finagling 
to convince me that you ought to have this business of immediate 
i etirement after 5 years of service regardless of age. 

I don’t care if the State Department, has that. It is wrong in 
my book. And I don’t believe you can justify it. 

I don’t believe you have any real virtue in the thing, to start with. 

/And certainly we can find an age period in there based — which 
coupled with length of service should meet the need, without getting 
into this language, which will permit sc many screwball determina- 
tions. 

And I am not suggesting that the present incumbents who would 
have the discretionary authority are going to abuse it. 

But when we set up legislation that permits it, you open the door 
l ight wide, and that is the thing that I an objecting to. 

Mr. Blandford. Mr. Hardy, may I comment on that? 

There is a problem here, also, General, in connection with this to 
which Mr. Hardy alludes, first, with regard to the people who have 
already been released. 

May I ask whether this bill would in any way benefit anyone 
£ Iready been released from CIA ? 

General Carter. It is not intended to have this bill retroactive, 
no, sir. 

Mr. Blandford. All right. That is point- 1. 

Now, point 2. A man is put into this retirement system. As I 
reread this bill, section 251 and 252 and 253, if it is left in here, 
he takes with him for retirement purposes all of his prior civil 
service employment and all of his military service. 

General Carter. Yes. 

Mr. Blandford. Now, under this, then, it would be possible for a 
man to be covered in tliis type of a retirement system who might 
spend only 1 or 2 years in qualifying service, and then he would have 
2,0 years of service which would be multiplied by 2 percent, so that 
he would retire at age 50, we will say, without any loss in his annuity, 
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and he would have received credit for all of his civil service employ- 
ment, all of his military service, and yet only have contributed 2 
years in qualifying service. 

Isn’t that possible under this bill ? 

General Carter. It is possible mechanically under the bill, sir, but 
in my opinion it would be a most indiscreet Director and a totally in- 
effective retirement board who would accept him as part of this 
program. 

Mr. Blandford. Could we have a commitment from you that under 
no circumstances will an individual be allowed to qualify for retire- 
ment or be permitted to retire if such a system is initiated who has 
had less than 5 years of qualifying service ? 

General Carter. I don’t think this would hurt us at all. 

Mr. Hardy. Then we ought to put it in the bill. 

Mr. Bennett. Put it in the statute. 

Mr. Hardy. Because while he can commit himself, he can’t commit 
his successor. 

Mr. Blandford. No, sir. 

I am raising the point. Because these are the problems — I am 
merely talking about what the law' would permit, and not what you 
are planning to do. 

This law, as I see it, gives credit for all prior military service and 
all prior civil service that you had. 

Now, you could, under this law, come in for a very short period of 
time, be employed by CIA for a very brief period of time, relatively 
speaking, and then be could apply upon the completion of 20 years 
total Government service for retirement under this special retirement, 
provision and immediately receive a full annuity, something not pos- 
sible under civil service. 

Now, don’t you think w r e ought to provide in here that a person 
would have to be a participant in the retirement fund for x num- 
ber of years under this special retirement fund, x number of years 
before he would even be eligible to apply for retirement? 

Don’t you think it would strengthen your bill ? 

General Carter. Well, if our bill needs strengthening in this re- 
gard to become part of the legislative program, I would want, to 
run a quick check to see just what complications w'ere in this before 
we. said 5 years, 10 years, or whatever it might be. 

I submit that there has got to be some degree of discretion, it 
seems to me, left up to the Director just as it is presently left up to 
the Director of the Federal Bureau of Investigation, to the Director 
of the Secret Service, and other activities who must make a similar 
determination. 

Mr. Blandford. I think the whole bill 

General Carter. I just don’t know. 

Mr. Blandford (continuing). Is based upon the discretion that 
you are going to vest in the Director. 

But I think the points that are being raised, that Mr. Hardy has 
raised and other members have raised, concerning this bill, is the 
fact that this committee, under a very severe handicap, has to 
explain on the floor of the House how we are setting up a retirement 
system such as this. 

We are going to be precluded from explaining many of the things 
that you explained to us. 
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Mr. Rivers. And we are going to be precluded from explaining a 
lot of things that could be explained by jtlie Foreign Service and by 
the FBI and by the Secret Service. 

We have to" do this. So we want to] 
possibly can. 

General Carter. Yes, sir. 

Mr. Chairman, this is one of the reasons why in seeking a solution 
to our problem, which is a very real |>ne and a very compelling 
one 

Mr. Rivers. We understand. 

General Carter (continuing). We djetermined that the easiest 
way, the simplest way to get an equitable program was to get one 
which was already in existence. And tliis was the Foreign Service 
Retirement Act. 'And then to apply t.Mt only to a limited number 
of onr people. 

And we would not hesitate publicly to 
activities of these limited people would 
real problem, providing we did not get into details. 

As I have indicated, it is not over 30 percent of our people at the 
most. 

Mr. Bates. Air. Chairman. 

Mr. Rivers. Mr. Hardy, have yon finished? 

Mr. Hardy. Yes, except I would just like to comment on that. 

I gamble with you, if this is put intp effect, you wouldn’t, have 
many CIA directors before the thing 1 
CIA. 

General Carter. I don’t know, sir. 

Air. Hardy. That is the trend of Goy< 
know it just as well as we know it. All you have to do is look at 
the history, and very recent history, an 4 you would find that wher- 
ever there is discretion, it has gone to the ; 

Air. Bates. Look at the Joint Staff. 

Air. Hardy. I am all through — yes, lo<j 
if a perfect example. 

Air. Huddleston. Mr. Chairman. 

Air. Rivers. Air. Bates is next. 

Mr. Bates. General, I think you can sep what has developed here 
now. 

General Carter. I can see. 

Air. Bates. There are two problems: The one that we are going 
to have on the floor, and I think also the problem in the mind of 
these individuals who are interested in their own retirement and 
what, kind of plans can they make. They are interested in those, as 
everybody is. 

Did you ever give any thought to trying to spell this out for us in 
the statute? 

General Carter. As to the criteria? 

We have given a lot of soul-searching 
spell this out. And I am sure you can 
w e got into. 

Mr. Bates. How about the FBI ? j 

General Carter. As to what was the degree of hazard? 

This, again, is determined by the Director of the FBI, giving 
consideration to the degree of hazard (jo which the employee was 
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subjected and the performance of his duties, rather than the general 
duties of the cl ass of the position held by such employee. 

The legislative history indicates that its purpose was to allow 
earlier retirement of certain employees whose duties are primarily 
the investigation, apprehension, or detention of persons suspected or 
convicted of offenses against the criminal laws of the United States 
in other words, a hazardous type of duty. 

But the Director, himself, makes that determination at the time 
the application is submitted. 

Mr. Bates. You are talking now about the 20 or are you talking 

about over 5, or what? . . 

General Carter. I am talking about the 50 and 20 provision, sir. 

Mr. Bates. General, are you aware of any changes which are 
being suggested for the FBI now in respect to this 20-year retire- 
ment? 

General Carter. No, sir, I am not. 

Our legal counsel is not, either — are you aware of any changes that 
are being proposed for the FBI retirement system? 

Mr. O’Neill. No, sir. 

Mr. Bates. Well , there is something in the wind. 

Now, whether that just comes from the employees and not the 
agency, I don’t know.' But I know the employees have suggested 
certain changes. 

General Carter. I am not aware of them. 

Mr. Rivers. What, you mean, the FBI? 

Mr. Bates. Is there a reduced annuity now in the FBI for 50 
and 20 ? 

Mr. Houston. Straight 2 percent, I believe. 

Mr. Woodyf.ar. Straight 2 percent. 

General Carter. Theirs is straight 2 percent. 

Mr. Bates. No reductions. . ^ 

Mr. Blandford. The same thing in the Federal Prisons System. 

There is some discussion now for all civil service retirement, to 
eliminate the reduction in annuity if you provide for your survivor. 
That is being discussed now. 

General Carter. Mr. Chairman, may I continue with a statement 
here which I think will answer some of your questions, sir? 

Mr. Rivers. Let’s see. 

Mr. Bates ? 

Mr. Bates. Let him proceed. 

Mr. Rivers. Go ahead. 

General Carter. Part C of the proposed act states : “The annuity of 
a participant shall be equal to 2 percent of his average basic salary for 
the highest 5 consecutive years of service for which full contributions 
have been made to the fund.” 

So before, under this special retirement legislation, a man is eligible, 
he must have made at least 5 years of contributions to the retirement 
fund. 

Mr. Blandford. I don’t think so, General. I don’t think so, because 
you get credit for all your past contributions. 

You may mean in this way, but I don’t believe that GAO would 
necessarily interpret it that way. 

General Carter. Yes, sir. 
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Mr. Blandford. You see, you get credit for all of your prior service 
for which you have contributed,, which automatically goes into the 
fund. 

Mr. Rivers. But it is based — wait a m nute now • 

Mr. Houston. I think that would be i strained interpretation. 

General Carter. Wo would have trouble. 

Mr. Blandford. IIow are you going to pick up prior civil service 
credit then ? 

Mr. Houston. After the 5 years ' 1 eligibility commences. 

Mr. Blandford. If that is what you mean, then it ought to be spelled 
out to say that. 

Mr. Rivers. Isn’t it the same way the retirement for the Congress, 
Members of the Congress, is competed, Mr. Blandford ? 

Mr. Bates. No. 

Mr. Blandford. Well, there is a variation. You have to have a 
minimum of 6 years of service and be age 62 before you qualify for 
congressional retirement. 

Mr. Bates. No. 

Mr. Rivers. I was talking about as to the provision of last year. 

Mr. Bates. Congress has various methods, one of which is 50-20, but 
where it is predicated upon a 15-percent reduction if you are age 50 
ifter 10 years of service. 

Mr. Rivers, But you compute the 5 hi gliest years as the criteria. 

Mr. Bates. Yes, sir. 

General Carter. Y es, sir; regardless cf the number of years of serv- 
ice more than 5. 

Mr. Rivers. That is right. 

Mr. Bates. Now, you use the term ‘consecutive years.” And it 
night, also work out that way, you don’t know. 

General Carter. Yes, sir ; the highest I consecutive. 

Mr. Bates. I don’t think I ever heard the word “consecutive” used 
before. 

^ General Carter. Well, I think that is identical language with the 
Foreign Service Act, sir. 

Mr. Blandford. General 

General Carter. Yes, sir? 

Mr. Blandford. If your interpretation was correct,’ this system 
couldn’t go into effect for 5 years. 

Mr. Bates. Let me follow this tor just a minute here, if I may. 

Mr. Rivers. Wait a minute. 

Mr. Woodyear. Could I say something? 

General Carter. Yes. 

I would like, if you don’t mind, Mr. Chairman, to have Mr. Wood- 
year indicate; the applicability of this to the Foreign Service Act. 

Mr. Rivers. Now, Mr. Bates 

Mr. Bates. I just want to get this word “consecutive” straightened 
cut. 

Mr. Woodyear. Well, to go back, sir. the “consecutive” is used on 
civil service and in the Foreign Service, of 5 consecutive years- — not 
t he last 5 years, but the 5 highest consecuti ve years. 

That is, if a man should have received a reduction in salary during 
his latter years he could still pick up the high 5, but they are consecu- 
tive in all systems, 

Mr. Bates. They have to be consecutive . 
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Now, say you have a program where you are 1 year out 
General Carter. No 

Mr Woodyear. Consecutive employment. , „ or . 

Mr Bates. Now take these individuals that you had to find a S 1 

for them, and say they were overseas et cetera ^ l^eftiSen-S 
had 4 years, consecutive years, and then they had to get transleri 

to another job with a lower pay. 

Wool d you have that kind of a situation develop ( . 

M, H». Mr. Bates, we pay our employees at a. given rate de- 
pending on our own promotion system. We use the civil service pay 

scales. 

Mr. Bates. I understand that. 

Mr. Helms. Yes. , , , . , ' 

Mr Bates But where he had certain skills— . , 

Mr. Helms. Yes; but as far as we are concerned, it is the five con- 

“nf "mir-etto 1 be S a GS-15 and stay there for 5 consecutive years 
and during^ that period he may have served m two or tluee different, 

jobs. 

Mr; Bates. That is right. 

Mr B™‘ So what: you pay him is a certain figure we will say for 
O veirs B 0 VCTseas. Novy say you don’t need the skill any more and he 
comes home! And before lie has got 5 consecutive years he is m a 
different; job not using his old skills because you don t need those any 
more 1 now he dofsn’t get 5 consecutive years at this high rate, 

bl Now y do'es that mean that ho lias got to get another series of 5 at a 

lower rate, but a consecutive 5-year period . 

In other words, these 4 years— you don’t average them, lhey are 

gone. Unless you have 5. 

Mr, Bates 8 ' Now! woulTyou fall into that kind of a situation for a 

person that we are discussing here? 

Mr. Helms. It could happen. 

Mr Eciiols. Only if the man left Government service. 

General Carter. Only if he left the Government service, Mr. Bates, 

"muBla^foril I believe the civil service is the 5 higher years. 

Mr. Bates. That is right, but not, here. This is o consecutive. 

Mr. Rivers. Mr. Woodyear has said that the State Department has 
the 5 highest consecutive years. 

Mr. Woodyear. Consecutive. 

General Carter. Consecutive. 

Mr. Woodyear. If he stays in Government— or if lie leaves Govern- 
ment, and goes to private industry and comes back to CIA with a break, 
they would still be consecutive employment with CIA. . . 

Mr Bates. Now let me ask this question; m the Foreign Sen ice. 
do you ever have the situation develop where a man for 4 years has a 
high rate of pay and then no longer do you have use for that pai ticuiai 
skill, so that you give him another job at a lesser pay and retrain him, 
as the general indicated— do you ever have that, kind of a situation ; 
Mr. Woodyear. I don’t recall any such situation, sir. 
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But if he should happen to retire at 
it would still figure in his 4 highest . 
which might lower his general average. 
But it would be the highest five that li 
Mr. Bates. Then- 
General Carter. The highest five. 
Mr. Rivers. It would still be ccnsecutj 
Mr. Woodyear. The average or" the 5 
Mr. Rivers. You would have four 
him. That would be five. 

Mr. Woodyear. But one would be 


{he end of that year of training, 
tears, plus the additional year, 


tlii 


ere. 


fit. 
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average. 

Mr. Bates, h ou are talking about an 
Mr. Rivers. It would .... .. . WjI 

General Carter. We are talking abo 
tlie 5 years must be a continuous 5 years 
Mr. Rivers. It will have to average o 
Mr. Bates. No. 

He is talking about an averaging ^ 
about any averaging of 5 consecutive y 
years. 

Are you talking about an average tliei 
General Carter. Yes, sir. 

Mr. Bates. Am I talking an average 
General Carter. Yes, sir. 

When the man is retired, you look 
interest you pick the 5 years consecut 
highest average salary. 

Mr. Bates. Now read that language 
I don’t ward, to belabor the point, 
into a trap here, either. 

General Carter. Yes, sir. 

The annuity of a participant shall be equal 
salary for the highest 5 years consecutive year! 

Mr. Bates. All right. 

Now, if you only— the way I read this 
General Carter. Average basic salary. 

Mr. Bates. The way I read this thih: 
years at a high rate, then it doesn’t even 1 
5 highest years you have. 

Mr. Rivers. Oh, no. 

Mr. Bates. Wait a minute now. 

Mr- Rivers. That is not the interpretation. 
Mr. Bates. No. 

I want to get this straightened out. 

Mr. Rivers. Let us get it straightened 
Mr. Bates. As long as it means a veil 
my more. 

But you say the five highest consecutivfi — five 

Mr. Rivers. That is 

Mr. Bates. Then you can’t use an aver 
Mr. Rivers. That is the onlv thin 


ive. 

years. 

consecutive ones right next to 
lower, so it would lower the 


but. But you are not talking 
pars, and 5 highest consecutive 


i he one next to it. 


e had in his entire 


service. 


ut an average of 5 years, and 


r his pay scale and in his best 
ive, which will give you the 


at you read before, 
t I don’t want to see us fall 
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Mr. Blandford. You would have to. 

Mr. Rivers. That is what we do in the Congress. There isn t any 
other way to do it. 

Mr. Bates. Then you are talking about averages. 

Mr. Rjvers. That is right. 

Mr. Bates. If you are talking about the 5 highest consecutive years 
and you only have 4, those are out. You have to get down to a 
lower bracket to find the 5 highest consecutive. 

Mr. Rivers. That is not my understanding. 

General Carter. No, sir. 

You might have a man in OS— 13 for 2 or 3 years. 

Mr. Bates. All right. 

General Carter. And where he is promoted to GS-14 for 2 years. 

And then he is demoted to GS-13 for 1 year. 

That is 5 years. 

Mr. Rivers. That is my understanding. 

General Carter. Three of which are GS-13 and two of which are 
GS-14. 

You add up his basic salary for those 5 consecutive years. You 
divide by 5. Two percent of that ishis annuity. 

Mr. Bates. I just wanted to make certain you are talking about 
averages. 

Mr. Rivers. With this explanation, it does turn out to be average. 

But if is still the 5 highest. 

General Carter. Yes, sir; still the 5 highest. 

Mi'. Blandford. To go back to that point 

Mr. Bates. If you use the word “average” it is different. If you 
don’t use the word “average,” then you don’t get the highest pay. 

Mr. Rtvers. Mr. Blandford. 

Mr. Blandford. For the sake of the record I indicated it was pos- 
sible under this bill for an individual to transfer, we will say from 
the Department of Agriculture with 18 years of service and serve 2 
years and qualify for retirement under this special retirement fund. 

You indicated that that would not be possible, because you pointed 
to the 5 consecutive years of service and then you indicated for which 
full contributions had been made to the fund. 

General Carter. Yes, sir. 

Mr. Blandford. Now, obviously this can’t be the proper interpreta- 
tion to place upon this proposed section. Because otherwise your 
retirement system could no go into effect for 5 years. 

General Carter. That is right. 

Mr. Blandford. Would you agree with that? 

General Carter. You are correct; yes, sir. 

Mr. Blandford. So therefore it would be possible for an individual 
to come into this program and serve for as little as 1 year and retire 
under this special retirement fund. 

General Carter. It would be technically possible, sir. 

It would be impossible for him to meet the reasonable criteria 

Mr. Blandford. Well 

General Carter (continuing) . To become eligible for this specific 
type of retirement, 

' Mr. Blandford. I am merely trying to put m the record the pos- 
sibilities, and for you to answer that this is not the way it is in- 
tended to be implemented. 
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I want 
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which applies to all Foreign 


That is the reason I am aski ng thjese questions. 

General Carter. That is true. 

And, Mr. Chairman, T would like to jexpand on the mariner in 
this will be implemented. 

Air. Rivers. Now, also, the committee is quite sympathetic, 
you to understand that. And wherever you can, make the changes in 
this thing to give us as much information as you can consistently do. 

Because with all speed we are going to get it out, but we have to 
go slowly. 

But wherever you can in these areas — Mr. Blandford, Mr. Hardy, 
and Mr. Bates are all correct — let us give them as much as we can. 

We may have to rewrite a lot of these. I am sure we will. But let’s 
do it. 

General Carter. Yes, sir. 

Mr. Rivers. We want, you to do that. 

I — Lh> ahead now. 

I General Carter. Mr. Chairman, we ] 
the terms of the Foreign Service Act 

Service officers, since only a limited number of Agency employees 
will serve under conditions which wil| warrant their retirement un- 
der this law rather than under normal civil service retirement. And 
those who are to be designated as participants pursuant to this action 
will undergo a rigid selection process. 

This system is designed for those officers whose careers over the 
years are predominantly concerned wi ll the conduct and support of 
intelligence activities in foreign countries. 

It is intended to designate an employe 
tern at the earliest time after he has 
status in the Agency. 

The earliest time that it can be determined that his career field 
of work is in the conduct and support of intelligence activities in for- 
eign countries. 

Thereafter, his service record will be reviewed periodically to verify 
that his career lias remained in this field and that he is in fact per- 
forming qualifying service for sufficient periods of time to warrant 
his continued designation as a participant. 

If on such review it should be. determined that an officer’s career 
specialization has permanently shifted to a different field, he will 
be transferred to the civil service retirement system. 

However, when an employee who has been designated as a par- 
ticipant has met all of the minimum requirements for retirement un- 
der this system and then shifts to another field of career specialization, 
he would ordinarily be viewed as having acquired a right to the 
benefits he has already qualified for and earned under this system, 
and would be permitted to remain in it. 1 

These criteria will, as I have indicate^ be established by the Agency 
retirement board and then must be approved by the Director. 1 

Mr. Bates. Mr. Chairman. . J 

Mr. Rivers. Now, this would be a part of our record. So this ex- 
planation will go along with our i ecord. 

Mr. Bates. General 

Mr. Rivers. The interpretation. 

Mr. Bates. In the military, years agio, they used to talk about an 
individual getting into the Regular seryice, and at a certain point, I 
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believe it was 15 years, once he had acquired 15 years, then he was 
good for retirement, if he was in the Regular service. 

Now, can’t we tie something into this in terms of number of years 
to give an individual some sort of assurance, “When I have made the 
grade, and can I retire on 20, and what kind of plans can I make ” 
and thinks along that line. 

Mi. Rivers. This is what I had in mind, when I said prepare the 
changes. 1 

Mr. Bates. Can you take 10 years 

Mr. Rivers, We ought to give these people some sort of an op- 
portunity to indicate “.Just where I am now and where I am goin« - .” 

Because this thing— the reason you are up here, General, is to look 
out tor a group of people who are under the gun all the time and they 
can’t live for 30 years. J 

General Carter. Mr. Chairman, it might appear that this would 
be helpfu! to the individual. And I don ? t think it would be helpful 
to the Agency across the board to make promises or to indicate a par- 
ticular career pattern early so that he can conform to and then be 
guaranteed this early retirement. 

Mr. Bates. No. 

General Carter It just doesn’t seem to me in the books that we 
would want to do this, 

Mr. Bates. Let us presume we are going to do the same thing in 
(lie military, that at a, point certain you then will be entitled under 
the provisions of the bill to retire on 20. 

l • m >w , ! ■ yo '* cari still shift this individual around, performing any 
kind of work at all. 1 on won’t have to keep him in qualifying service 
15 years C ° Uld assign lum to something else, after some point. Maybe 

Mr Rivers. Of course we don’t want to get you in the position where 
a civil service employee can tell you, like they tell the military, that 

you can t fire them. They do that every day in the week and twice 
on bunday. 

KnANBFORD. lie does have a guarantee of retirement, because ho 
would shift into the civil service retirement program. 

General Carter. Oh, yes, he always has the guarantee of retirement 
under cm l service. 

Mr. Bates. Not this. Not the same as you are going to get. 

General Carter. No, sir. 

He non Id then come under the civil service retirement program, 
the regular retirement program, unless his service had been so arduous 
that the Director says “As far as I am concerned, you have met our 
criteria for early retirement, and when that times conies you have 
acquired this privilege and you may apply for it.” 

I can think of other officers in this service who could well be involved 
m intelligence activities in foreign countries for a large portion of 
(heir career, but who would not be eligible for this early retirement 

because their type of duty did not qualify them. 

Mr. Bates. When do these individuals find out when they are going 
to be entitled to it ? When ? When they have reached 20 ? 

General Carter. X can’t tell you in years, sir. 

Mr. Bates. I mean when they reach 20 years. 

General Carter. We will designate them at the earliest possible 
time alter they have become full career employees— earliest possible 
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time that, we can determine that his can 
of work that will fall under the Director 
to early retirement. 

Mr. Bates. Well, does that mean at 

0 f 17 years, or what ? 

General Cartek. I don’t think I can an! 
Mr. Bates. All 1 am doing, General, i$ 
t on of one of these individuals and won 
Mr. Echoes. Sir, if a person who has. 

1 lent system attains age 50 and has coit 
obviously, then, would be eligible for voluji 

So even though he continues in our 
transfer to another field of work svhicl 
would never be removed from this retir 
earned his voluntary retirement. 

Mr. Bates. When does he earn it ? 

Mr. Echols. By completion of 20 yeaf 
meat of age 50. 

Mr. Bates. No. 

Where you transferred him to a differ 
a determination at some point that he 


her work is in fact the type 
sponsorship as being entitled 


tile end of 5 years, at the end 


Jswer that. I doubt if— — 
putting myself in the posi- 
jler just where I stand, 
been covered by this retire- 
npleted 20 years’ service, he 
jitary retirement, 
sendee indefinitely and may 
d no longer qualifies him, he 
Ament system, because he has 


provisions. 

You have to do 1 hat at some poin ;. 

General Carter. That is right. _ 

Mr. Bates. That is what we are t alkuig 

When is it decided, even though he isj 
job, whether or not this man has fulfil 
special category and will bo entitled to the 
rying to determine. When will he know ‘ 

'Now, you say as early as possible. 

General Carter. He might know this . 

laiow it. He might not know it until 9 years. He is not going to 
know definitely. _ 

Because the criteria are determined by 
Director. And he could easily qualify, 
of his career. 

This does not mean, however, that we would not keep him on foi 
B0 vears. 

Mr. Bates. I understand that. . , . 

General Carter. Even though he might be eligible for retirement at 
age 50 and 20 years of service. 

Mr Bates So even though you might be able to make this deter- 
mination earlier, why couldn’t you say flint certainly by the time he 


s of service and upon attain- 


.jent job and you bad to make 
Would come under the 50-20 


, about. 

being transferred to another 
led the requirements of this 
e 50-20 ? That is what I am 
tills? 

after 6 or 7 years ; he might 


the retirement board and the 
perhaps, in the first 7 years. 


certain regulations. 


reaches 15 years that he will then be entitled to it? , . 

General Carter. If he had performed the type of service in his 
first 15 years that would qualify him so that his last 5 years could be 
on staff, we could tell him and we would jell him. 

Mr. Rivers. You will have to make up < 

General Carter. Yes, sir. . . . 

Mr. Rivers. And certain things pursuant to the provisions of this 

act, and 1 imagine they would be published. . . 

General Carter. Well, they will certainly be published within the 
Agency. 

Mr. "Rivers. Within the Agency. 
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So the man will know all about it. It just follows, it seems like to 
me. 

Mr. Hardy. The chances are such regulations would have to be 
classified and wouldn’t be public. 

General Carter. Not generally, but it would be known to every 
employee of the Agency. We intend to keep the employee informed 
periodically by a review of his records as to how he stands on his 
status for early retirement. 

Mr. Bates. Wait. This has to be adjudicated by a board or by the 
Director. 

General Carter. The final decision, sir ? 

Mr. Bates. Right. 

General Carter. But we will review his records periodically and 
particularly when there is a change in his assignment, and should be 
able to inform him 

Mr. Rivers. I would think 

General Carter. If he has built up any equity — excuse me, Mr. 
Chairman. 

Mr. Rivers. I would think, within your regulations, the way you 
operate the Agency when this act is passed, there would be some pro- 
vision that you set up where a man could request some sort of a 
determination at some p oint down the line. 

I mean this would be — something would be convened to do it. 

Mr. Bennett. Mr. Chairman, may I ask a question 

General Carter. This is no problem, Mr. Chairman. 

Mr. Rivers. I don’t think it would be. 

General Carter. None whatsoever, sir. 

We have a Director of Personnel. Each of our career services is 
represented with him in their career services, in their personnel officers. 

Mr. Rivers. I am sure you do. 

Mr. Bennett. Mr. Chairman, I want to ask one question. 

Mr. Rivers. We are going to have to adjourn. 

Mr. Bennett. One brief question. 

I would like to ask if, in this statute, is there any minimum length 
of time that a person must be in this type of activity in order to get 
the 50-20 ? 

Mr. Blandeord. No. 

General Carter. Not in the statute ; no, sir. 

Mr. Bennett. I think there should be. 

Mr. Blandeord. That is what we wore talking about. 

Mr. Bennett. I thought you were, but I had some feeling that may- 
be it was under the 5 -year provision. 

General Carter. You could serve in this career service, sir, without 
over once being involved in a hazardous operation or, on the other 
hand, in one operation which would so acclimate you that you should 
be retired at 50 years and 20 years of service. 

Mr. Bennett. There ought to be. some sort of minimum. 

In other words, it would leave the fine discretion of the individual’s 
tremendous financial benefits, which could be based upon a month’s 
service or any short, service like that. 

Mr. Blandford. That is the point we discussed earlier, General, that 
there ought to be in this bill somewhere a provision that says that you 
must actually be a participant and have been designated by the Di- 
90-Oflft— 63— No. 28 5 
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sector as a participant in this fund for a period of 5 years or engaged 
: n such occupation for a period of not less than 5 years as to qualify 
for this fund. 

This is what we are getting at. In other words, to prevent some- 
body from coming here with a short, perio ;1 of service. 

Mr. Osmers. Mr. Chairman, I wonder if the general would have any 
objection to that being written — the 5-year minimum being written 
nto the law ? 

General Cabtek. No. This would not; give me any problem at all, 
sir. 

Mr. Rivers. I don’t think 

General Carter. I think we can put it right in without any trouble. 

Mr. Osmers. I think, Mr. Chairman — the principal reservation that 
[ think most of the members of the subcommittee have on the legisla- 
tion is the fact that it might— I won’t use the word “capriciously,” 
but it might in some future situation. 

Where you have a man with a very short period of time, this might 
be used to give him great financial advantage, and if we wrote 5 years 
minimum it would resolve the problem. 

Mr. Rivers. Let’s see if we can. 

General Carter. Yes, sir . 

Mr. Rivers. Now there is the 12 o’clock bell. 

Tomorrow morning at 10 o’clock. 

General Carter. Have we ad j ou rned, Mr. Chairman ? 

Mr. Rivers. Yes, sir. We will recess until tomorrow morning at 10 
o’clock. 

Mr. Houston. At what time ? 

Mr. Rivers. Ten o’clock. 

( Whereupon, at 12 :02 p.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Thursday, July 25, 1963.) 


House of Representatives, 

Committee ok Armed Services., 

Subcommittee No. 1, 

Washington, D.G . , Thursday, July 25, 1963. 

The subcommittee met at 10 a.m., Hon L. Mendel Rivers (chairman 
of the subcommittee) presiding. 

Mr. Rivers. Let the committee come to order. 

Now, Mr. Blandford, where are we ? 

Mr. Blandford. Mr. Chairman, we have discussed the retirement 
features in general of this proposal and, of course, there are disability 
sections which are similar to the Foreign Service Act. There are also 
provisions for survivors wdiich are similar to those found in the 
Foreign Service Act. 

I would like to suggest to the subcommittee that, w r e briefly discuss 
title 1 of the bill with the idea in mind that because of the nature of 
this bill, because it is complicated enough in its retirement features, 
that we delete all of title 1 from this bill. 

Mr. Rivers. It is my thought. Genera' — and all you gentlemen who 
had a part in the drafting of this proposal — that you approached this 
thing with the philosophy that this is your first time really attacking 
this thing from a permament, organic act view, dealing with these 
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various matters, and that it was your desire to put in everything you 
could, because it may be one of your last for a long time to get before 
our committee. But from Mr. Bates’ and Mr. Hardy’s interrogations 
and your responses, I hope that wasn’t the way you approached it. I 
feel that we got too much in it. I want to help in providing the 
things that give you a security, a permanence, and a legal basis for 
making these representations to the people whom you need, and von 
do need the best. 

And you have such a fine organization and you have such a difficult 
assignment, having to do all these things, and involving some jobs 
which aren’t easy for an American who is used to living an. open book. 
It is not 1 ike these other people. 

I would rather — I talked with Mr. Blandford and other members 
of the committee, and it is my thought that if we would address our- 
selves to the vital parts of this bill now and get on with the business 
of setting up between now and next year, you can bring another bill 
over here, we will take it up, I will tell you that. 

I am as interested in CIA as you are, and I think we have an excel- 
lent setup. I think an awful lot of both you and Mr. McCone and 
your representatives over hero, everybody who has had contact with 
me in my acquaintance has been quite impressed with all of them, all 
whom you have had over here, Mr. Warner, and all these gentlemen. 
I woul c l think that would be the wise course to pursue now. 

Mr. Blandford is of that persuasion. I hope the subcommittee will 
agree with me. * 

Mr. Hardy. Mr. Chairman, could I comment on that ? 

Mr. Hi vers. Yes. 

Mr. TIardy. I think — and, of course, I would like to have the gen- 
eral’s comment on it— but I think that is going to be one of the most 
important decisions we can make in connection with this bill, and I do 
think that some of the provisions that we have been talking about we 
can probably modify in a way that won’t really do any damage to the 
objectives of the legislation, and avoid controversy that we otherwise 
would generate. 

As a matter of fact, I think you have got, in patterning this thing 
after the Foreign Service, I think you have some liberal provisions 
in here which are not necessarily going to be upheld and which can be 
modified and accomplish everything that you have in mind. So if we 
can do that, and — I would like to see you have a retirement program 
for this group of people that would be helpful in recruitment and in 
retaining people that you need. 

Mr. Kivers. You got to start off copying somebody, for facility. 
And the thing to do is to try to get the best of all of them. And you 
could be really the outstanding system which would be envied by 
other people. 

Mr. Hardy. As a matter of fact, as has just been suggested, you 
might come up with something that would overcome some of the ob- 
jections in certain existing systems. I would venture a guess that some 
of these aspects in the Foreign Service program are not necessary for 
the accomplishment of the objectives that you have in mind, even to 
the Foreign Service. And I am not at all sure that the actual admin- 
istration of those in the Foreign Service would stand very close scru- 
tiny without running into an awful lot of congressional objection. 
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Frankly, I have considered, just as An individual proposing an 
amendment to the Foreign Service ActJ to take out some of these 
things. I didn’t know they were in there, jtnd I expect I know as much 
about the Foreign Service as most of the* members of this committee. 

So I think that we can correct in this bill some of the things I don’t 
believe Congress knows are in the Foreign Service Act. 

Mr. Rivers. Well, of course, as 1 said in my statement, we are not 
expert in this thing, we are more expert in the military end of it. We 
do have the experts on our staff and committee in that area, but I 
would rather become expert on something wo are proposing for you 
and let you be the envy of other people, than the things on which we 
hive misgivings. So unless Mr. Bates ajnd the other members have 
any questions, I would like to consider what Mr. Blandford has sug- 
gested. Have you talked to the general? 

Mr. Blandford. Just by coincidence, Mr. Chairman, I happen to 
hive a version of this bill which contains three changes in it and is 
confined solely to retirement. 

I would like to suggest, if it is agreeable with the subcommittee, 
that we substitute at this point for our consideration this substitute 
b 11 which deals solely with retirement and eliminates all of title 1. 

It has three changes, one of them being- the protection for the em- 
ployee, the other being a required minimum service before anyone can 
tike advantage of the GS--14 and abov$ retirement feature. And, 
of course, this morning the Ways and Means Committee is considering 
tl ie tax features. 

Mr. Rivers. I spoke to Mr. Mills yesterday and he said he would 
have a report for us the early part of next v reek. 

Mr. Huddleston. Mr. Chairman, I would like to ask General 
Carter a question. 

General Carter, is there anything in title I of such an urgency that 
couldn’t be postponed for consideration by the committee until later 
o:i this year or even possibly next year ? 

General Carter. No, sir, Mr. Huddleston, there is nothing at all. 

This is a tidying-up procedure. 

Mr. Huddleston. It wouldn’t jeopardize your operation in any 
way? 

General Carter. No, sir, it would not. 

Mr. Huddleston. If we postpone consideration of all of title I. 

General Carter. No, sir. : 

Mr. Rivers. Mr. Huddleston is a valuable member. This proves it. 

Mr. Bates. If there is nothing in there in title I that you feel is 
absolutely crucial, then I think we ought to proceed without it. 

Is there anything by cross-reference in the other titles that pertains 
to title I ? Is there anything by reference ? 

Mr. O’Neill. No, sir. 

Mr. Bates. It is clean by itself ? j 

General Carter. Yes, sir. In fact, the proposed new bill just dis- 
tributed by Mr. Blandford addresses itself entirely to the retirement 
p roblem, which is the ma j or reason that w< > are here now. 

Mr. Blandford. I would like to suggest, Mr. Chairman, that at this 
point— and I think this might be the way to get right to the heart of 
tliis — would be to have Mr. O’Neill begin to read the substitute bill, 
insert the bill, the substitute bill in the record at this point, so that 
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there will be a legislative history of what we are considering, and that 

we start reading the bill at this point. _ . 

Mr. Rivers. Let the record show that at this point, without objection, 
it is the decision of the subcommittee to insert, in lieu of IT. It. 7216, 
an amended short version of HIT. 7216 dealing primarily with title II. 
Mr. Blandforb. Yes, sir. 

Mr. Rivers. Which, in effect, and primarily, will be with the retire- 
ment system and the administration of it in its entirety. Who han- 
dl es that ? You, General ? 

) General Carter. The Director, sir. 

7 Mir. Rivers. By the Director. 

General Carter. Yes, sir. 

Mr. Rivers. Is this plain, Mr. Blandford ? 

Mr. Bl andford. Yes, sir ; this is the procedure. 

(The bill is as follows :) 


[H.R. 72116, 8Sthi Cong.,, let sess.] 


A. BILL To provide for the establishment and maintenance of a Central Intelligence 
Agency Retirement and disability system and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Central 
Intelligence Agency Retirement Act of 1963.” 


DEFINITIONS 


Sec. 2. When used in this Act, the term — 

(a) “Agency” means the Central Intelligence Agency; and 

(b) “Director” means the Director of Central Intelligence. 

Part A — -Establishment op System 
RULES AND REGULATION S 

Sec. 201. (a) The Director may proscribe rules and regulations for the es- 
tablishment and maintenance of a Central Intelligence Agency retirement and 
disability system, referred to hereafter as the system. 

(b) The Director shall administer the system, in accordance with such rules 
and regulations and with the principles established by this Act. 


ESTABLISHMENT AND MAINTENANCE OF FUND 

Sec. 202. There is hereby created a fund to-be known, as the Central Intelligence 
Agency retirement and disability fund which shall bo maintained by the Director. 
The Central Intelligence Agency retirement and disability fund is referred to 
hereafter in this title as the fund. 


PARTICIPANTS 

Sec. 203. The Director may designate from time to time such Agency officers 
and employees, hereafter referred to as participants, who shall be entitled to the 
benefits of the system. Any officer or employee who- has completed 15 years of 
service with the Agency and whose career at that time is adjudged by the 
Director to be qualifying for the System shall remain a participant o-f such 
System for the duration of his employment by the Agency. 

ANNUITANTS 

Sec. 204. (a) Annuitants shall be persons who are receiving annuities from 
the fund and all persons, including surviving wives and. husbands, widows, de- 
pendent widowers, children, and beneficiaries of participants or annuitants 
who shall become entitled to receive annuities in accordance with the provisions 
of this Act. 

(b) When used in this title the term— 
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(1) “Widow” means the surviving wife of i participant who was married to 
such participant for at least two years immediately preceding his death or is 
l he mother of issue by such marriage. 

(2) “Dependent widower” means the survivfng husband of a participant who 
was married, to such participant for at least two years immediately preceding 
her death or is the father of issue by such marriage, and who is incapable of self- 
f upport by reason of mental or physical disability, and who received more than 
one-half of his support from such participant. 

(3) “Child” means an unmarried child, under the age of eighteen years, or 
such unmarried child regardless of age wild because of physical or mental 
disability incurred before age eighteen, :s incapable of self-support. In addition 
(o the offspring of the participant and his or ter spouse, the term, includes (a) 
an adopted child, and (b) a stepchild cr recognized natural child who received 
more than one-half of his support from the participant. 

Part B — Compulsory Contributions 

Sec. 211.. (a) Six and one-half per centum of the basic salary received by 
each participant shall be contributed to the fund for the pay merit, of annuities, 
cash benefits, refunds, and allowances. An equal sum shall also he contributed 
from the respective appropriation or fund which is used for payment of his 
salary. The amounts deducted and withheld from basic salary together with 
the amounts so contributed from the appropriation or fund, shall be deposited 
by the Agency to the credit of the fund. 

(b) Each participant shall lie deemed to consent and agree to such deductions 
f rom basic salary, and payment less such deductions shall be a full and complete 
discharge and acquittance of all claims and demands whatsoever foe all regular 
services during the period covered by such payment, except the right to the 
benefits to which he shall be entitled under this Act, notwithstanding any law, 
rule,, or regulation affecting the individual’s salajry. 

Part C — Computation of Annuities 

Seo. 221. (a) The annuity of a participant Shall be equal to 2 per centum of 
his. average basic salary for the highest five consecutive years of service, for 
which full contributions have been made to the fund, multiplied by the number 
of years, not exceeding thirty-five, of service, credit obtained in accordance with 
tie provisions of sections 251 and 252. In dot jrmining the aggregate period of 
service upon which the annuity is to be based, the fractional part of a month, 
if any, shall not be counted. 

(b) At the time of retirement, any married participant may elect to receive 
a reduced annuity and to provide for an annuity payable to his wife or her 
husband, commencing on the date following such participant’s death, and termi- 
nating upon the death of such surviving wife or husband. The annuity payable 
to the surviving wife or husband after such participant’s death shall be 50 per 
centum of the amount of the participant's annuity computed as prescribed in 
paragraph (a) of this section, up to the full Jimount of such annuity specified 
bv him as the base for the survivor benefits. The annuity of the participant 
making such election shall be reduced by 2% per centum of any amount up to 
$2,400 he specifies as the base for the survive r benefit plus 10 per centum of 
any amount over $2,400 so specified. 

(c) (1) If an annuitant dies and is survived by a wife or husband and by a 
child or children, in addition to the annuity Payable to the surviving wife or 
husband, there shall he paid to or on behalf of each child an annuity equal to the 
smallest of: (i) 40 per centum of the annuitants average basic salary, as deter- 
mined under paragraph (a) of this section, divided by the number of children; 

(ii) .$600; or (iii) $1,800 divided by the number cf children. 

(2) If an annuitant dies and is not survive! . by a wife or husband but by a 
child or children, each surviving child shall he paid an annuity equal to the 
smallest of: (i) 50 per centum of the annuitant's average basic salary, as 
determined under paragraph (a) of this section, divided by the number of 
children; (ii) $720; or (iii) $2,160 divided by the number of children. 

( d) If a surviving wife or husband dies or the annuity of a child is terminated, 
the annuities of any remaining children shall be recomputed and paid as though 
such wife, husband, or child had not survived the participant. 

(e) The annuity payable to a child under par lgraph (c) or (d) of this section 
shall begin on the first day of the next month after the participant dies and such 
annuity or any right thereto shall be terminated upon death, marriage, or at- 
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tainment of the age of eighteen years, except that, if a child is iucapable of self- 
support by reasons of mental or physical disability, the annuity shall be termi- 
nated only when such child dies, marries, or recovers from such disability. 

(f ) At the time of retirement an unmarried participant may elect to receive a 
reduced annuity and to provide for an annuity equal to 50 per centum of the 
reduced annuity payable after his or her death to a beneficiary whose name 
shall be designated in writing to the Director. The annuity payable to a par- 
ticipant making such election shall be reduced by 10 per centum of an annuity 
computed as provided In paragraph (a) of this -section and by 5 per centum of an 
annuity so computed for each full five years the person designated is younger than 
the retiring participant, but such total reduction shall not exceed 40 per centum. 
N T o such election of a reduced annuity payable to a beneficiary shall be valid until 
the participant -shall have satisfactorily passed a physical examination as pre- 
scribed by 'the Director. The annuity payable to a beneficiary under the provi- 
sions of this paragraph shall begin on -the first day of the next month after the 
participant dies. Upon the -death of the surviving beneficiary all payments shall 
cease and no further annuity payments authorized under this paragraph shall be 
due or payable. 

Part D — Benefits Accruing to Certain Participants 

RETIREMENT FOR DISABILITY OR INCAPACITY — PHYSICAL EXAMINATION — RECOVERY 

Sec. 231. (a) Any participant who has five years of -service credit -toward re- 
tirement under the system, excluding military or naval service that Is credited in 
accordance with provisions of section 251 or 252(a) (2), and who becomes totally 
disabled or incapacitated for useful and efficient service by reason of disease, 
illness, or injury incurred in the line of duty not duo to vicious habits, intem- 
perance, or willful misconduct on his part, shall, upon his own application or 
upon order of -the Director, be retired on an annuity computed as prescribed in 
section 221. If the disabled or -incapacitated participant has less than twenty 
years o-f service credit toward his retirement under the system at the -time he is 
retired, his annuity shall be computed on the assumption that he has had -twenty 
years of service, but the additional service credit that may accrue to a participant 
under this provision shall in no case exceed the difference between his age at the 
time of retirement and the mandatory retirement age applicable to his grade in 
the Agency. 

(b) In each case, the participant shall be given a physical examination by one 
or more duly qualified physicians or surgeons designated by the Director to con- 
duct examinations, and disability shall be determined by the Director, on the 
basis of the advice of such physicians or surgeons. Unless the disability is 
permanent, like examinations shall be made annually until the annuitant has 
reached the statutory mandatory retirement age for his grade in the Agency. 
If the Director determines, on the basis of the advice of one or more duly 
qualified physicians or surgeons conducting such examinations that an annui- 
tant has recovered to the extent that he can return to duty, the annuitant may 
apply for reinstatement or reappointment in the Agency within one year from 
the date his recovery is determined. Upon application the Director may rein- 
state any such recovered disability annuitant in the grade in which he was serving 
at time of retirement, or the Director may, taking into consideration the age, 
qualifications, and experience of such annuitant, and the present grade of his 
contemporaries in the Agency, appoint him to a grade higher than the one in 
which he was serving prior to retirement. Payment of the annuity shall con- 
tinue until a date six months after the date of the examination showing recovery 
or until the date of reinstatement or reappointment in the Agency, whichever is 
earlier. Fees for examinations under this provision, together with reasonable 
traveling and other expenses incurred in order to submit to examination, shall 
be paid out of the fund. If the annuitant fails to submit to examination as 
required under this section, payment of the annuity shall be suspended until 
continuance of the disability is satisfactorily established. 

(c) If a recovered disability annuitant whose annuity is discontinued is for 
any reason not reinstated or reappointed in the Agency, he shall be considered 
to have been separated within the meaning of section 234 as of the date he was 
retired for disability and he shall, after the discontinuance of the disability 
annuity, be entitled to the benefits of that section or of section 241(a) except 
that he may elect voluntary retirement in accordance with the provisions of sec- 
tion 233 if he can qualify under its provisions. 
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or 


(d) No participant shall be entitled to recej 
compensation for injury or disability to bimi 
Compensation Act of September 7, 1916, as atnj 
time. This provision shall not bar the l ight of 
conferred by either Act for any part of the 
provision nor any provision of the said Act 
shall be so construed as to deny the right of 
under this Act by reason of his own service^ 
payment under such Act of September 7, 19 
death of any other person. 

(e) Notwithstanding any provision of law 
person entitled to an annuity under this Act 
person has received an award of coinpensatio: 
of the Federal Employees’ Compensation Act 
except that where such annuity is payable 
tor which compensation under such section haj 
pensation as has been paid for any period e: 
nuity becomes effective, as determined by th^ 
Eunded to the Department of Labor, to be 
compensation fund. Before such person slia| 
(1) refund to the Department of Labor the a 
payments for such extended period, or (2) 
unount from the annuity payable to him undej 
ransmitted to such Department for reimbursj 
from such annuity may be made from accrued 
prorated against and paid from accruing paym 
:ary of Labor shall determine, whenever he ' 
of the annuitant are such as to warrant such 

(f) Paragraph (4) of section 104(a) of th< 
(26 U.S.C. 104(a)(4)) (relating to the exclpi 
oensation for injuries and sickness) is hereby 

“(4) amounts received as a pension, 
personal injuries or sickness resulting 
forces of any country or in the Coast a: 
Health Service, or as a disability annuity 
section 831 of the Foreign Service Act of 
60 Stat. 1021), or as a disability annuity 
Central Intelligence Agency Act of 1949, 
seq.).” 

DEATH IS SEKV 


ve an annuity under this Act and 
4elf under the Federal Employees’ 
ijended, covering the same period of 
any claimant to the greater benefit 
i^ame period of time. Neither this 
September 7, 1916, as amended, 
any person to receive an annuity 
and to receive concurrently any 
6, as amended, by reason of the 


ft 


and 


Seo. 232. (a) In case a participant dies 
under the provisions of this Act, his contrib 
at the rates prescribed in sections 241(a) and 
of precedence shown in section 241 (b) . 

(b) If a participant, who has at least flv 
retirement under the system, excluding militai'; 
in accordance with the provisions of section 25} 
don or retirement from the Agency and is su: 
widower, as defined in section 204, such widojv 
mti tied to an annuity equal to 50 per centum 
mce with the provisions of paragraph (e) of 
The annuity of such widow or dependent widjt 
’olio wing death of the participant and shall 
or dependent widower, or upon the de] lender) 
self-support. 

(e) If a participant who has at least five 
irement under the system, excluding iniiitarjj 
n accordance with the provisions of sectioj: 
separation or retirement from the Agency am 
hand and a child or children, each surviving eb 
computed in -accordance with the provisions o- 
annuity shall begin and be terminated in ai 
section 221(e). Upon the death of the survivi; 
-if the annuity of a child, the annuities of art 
computed and paid as though such wife or hus! 
oarticipant. 
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to the contrary, the right of any 

f ball not be afEected because such 
i in a lump sum under section 14 
of September 7, 1916, as amended, 
i account of the same disability 
js been paid, so much of such com- 
-x tended beyond the date such an- 
Secretary of Labor, shall be re- 
paid into the Federal employees’ 
1 receive such annunity he shall 
iii ount representing such computed 
authorize the deduction of such 
|r this Act, which amount shall be 
;ement to such fund. Deductions 
find accruing payments, or may be 
ents in such manner as the Secre- 
s that the financial circumstances 
deferred refunding. 

,e Internal Revenue Code of 1954 
sion from gross income of coin- 
amended to read as follows : 
nnuity, or similar allowance for 
om active service i:a the armed 
Geodetic Survey or the Public 
payable under the provisions of 
946, as amended (22 U.S.C. 1081 ; 
payable under section 231 of the 
las amended (50 U.S.C. 403(a) et 


rid 


ICE 


no claim for annuity is payable 
jitions to the fund, with interest 
|281(a), shall be paid in the order 


je years of service credit toward 
y or naval service that is credited 
or 252(a) (2) , dies before separa- 
ived by a widow or a dependent 
iv or dependent widower shall be 
the annuity computed in accord- 
}his section and of section 221(a). 
>wer shall commence- on the date 
rminate upon death of the widow 
t widower’s becoming capable of 


ears of service credi t toward re- 
or naval service that is credited 
ii 251 or 252(a)(2), dies before 
is survived by a wife or a hus- 
ild shall be entitled to an annuity 
ijf section 221(c)(1), The child’s 
’eordance with the provisions of 
ig wife or husband or termination 
y remaining children shall be re- 
>and or child had not survived the 
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(d) If a participant who lias at least five years of service credit toward re- 
tirement under the system, excluding military or naval service that is credited 
in accordance with the provisions of section 251 or 252(a) (2), dies before separa- 
tion or retirement from the Agency and is not survived by a wife or husband, 
but by a child or children, each surviving child shall be entitled to ail annuity 
computed in accordance with the provisions of section 221(c) (2). The ohild’s 
annuity shall begin and terminate in accordance with the provisions of section 
221(e). Upon termination of the annuity of a child, the annuities of any re- 
maining children shall he recomputed and paid as though that child had never 
been entitled to the benefit. 

(e) If, at the time of his or her death, the participant had less than twenty 
years of service credit toward retirement under the system, the annuities pay- 
able in accordance with paragraph (b) of this section shall bo computed in ac- 
cordance with the provisions of section 221 on the assumption he or she has had 
twenty years of service, but the additional service credit that may accrue to a 
deceased participant under this provision shall in no case exceed the difference 
between his or her age on the date of death and the mandatory retirement age 
applicable to his or her grade in the Agency. In all eases arising under para- 
graph (b), (c), (d), or (e) of this section, it shall be assumed that the de- 
ceased participant was qualified for retirement on the date of his death. 

VOLUNTARY RETIREMENT 

Sec. 233. Any participant in the system who is at least fifty years of age 
and has rendered twenty years of service, including service within the mean- 
ing of section 253, may on his own application and with the consent of the 
Director be retired from the Agency and receive benefits in accordance with 
the provisions of section 221, provided he has not loss than five years’ service 
with the Agency. 

DISCONTINUED SERVICE RETIREMENT 

Sec. 234. (a) Any participant who separates from the Agency after obtain- 
ing at least five years of service credit toward retirement under the system, 
excluding military or naval service that is credited in accordance with the 
provisions of section 251 or 252(a) (2), may, upon separation from the Agency 
or at any time prior to becoming eligible for an annuity, elect to have his 
contributions to the fund returned to him in accordance witli the provisions 
of section 241, or (except in cases where the Director determines that separa- 
tion was based in whole or in part on the ground of disloyalty to the United 
States) to leave his contributions in the fund and receive an annuity, com- 
puted as prescribed in section 221, commencing at the age of sixty years. 

(b) If a participant who has qualified in accordance with the provisions of 
paragraph (a) of this section to receive a deferred annuity commencing at the 
age of sixty dies before reaching the age of sixty his contributions to the fund, 
with interest, shall be paid in accordance with the provisions of sections 241 
and 281. 

(c) The Director may in his discretion retire participants in grade GS-14 
and above to promote the efficiency of the Agency. If so retired they shall 
receive retirement benefits in accordance with the provisions of section 221, 
provided they have, in each case, not less than five years’ service with the 
Agency. 

(d) The Director may in his discretion retire participants in grade GS-13 
and below to promote the efficiency of the Agency and each such officer shall 
receive — 

(1) one-twelfth of a year’s salary at his then current salary rate for 
each year of service and proportionately for a fraction of a year, hut not 
exceeding a total of one year’s salary at his then current salary rate, 
payable without interest, from the fund, in three equal installments on 
the 1st day of January following the officer’s retirement and on the two 
anniversaries of this date immediately following: Provided, That in spe- 
cial cases, the Director may in his discretion accelerate or combine the 
installments ; and 

(2) a refund of the contributions made to the fund, with interest as 
provided in section 241(a), except that in lieu of such refund such officer, 
if he has at least five years of service credit toward retirement under 
the system, excluding military or naval service that is credited in accord- 
ance with the provisions of section 251 or 252(a), may elect to receive 
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retirement benefits on reaching the age of sixty in accordance with the 
provisions of section 221. In the event that an officer who was separated 
from grade GS--13 or GS-12 and who has elected to receive retirement 
benefits dies before reaching the age of sixty, his death shall be con- 
sidered a death in service within the meaning of section 232. In the 
event that an officer who was separated jfrom grade GS-11 or below and 
who has elected to receive retirement tfenefits dies before reaching the 
ago of sixty, the total amount of his contributions made to the fund, 
with interest as provided in section 241 fa), shall bo paid in accordance 
with the provisions of section 241(b). 

(e) Notwithstanding the provisions of section 3477 of the Revised Statutes, 
as amended (31 II.S.C. 203) or the provisions of any other law, an Agency 
officer who is retired in accordance with the provisions of section 234(d) shall 
have the right to assign to any person or corporation the whole or any part 
of the benefits receivable by him pursuant) to paragraph (d)(1) of this 
cection. 

MANDATORY RETIREMENT FOR AGE 

Sec. 235. (a) Any participant in the systenp in grade GS-18 or above, shall 
upon reaching the age of sixty -five be retired from the Agency and receive 
retirement benefits in accordance with the provisions of section 221, but when- 
ever the Director shall determine it to be in tpe public interest, he may extend 
such an officer’s service for a period not to exceed five years. 

(b) Any participant in the system, other : than in grade GS-18 or above, 
shall upon reaching the age of sixty, he retired from the Agency and receive 
retirement benefits in accordance with the] provisions of section 221, but 
whenever the Director shall determine it to be in the public interest, he may 
extend such an officer's service for a period not to exceed five years. 

Part E— Disposition of Contributions and Interest in Excess of Benefits 

Received 

Sec. 241. (a) Whenever a participant becomes separated from the Agency 
without becoming eligible for an annuity or e. deferred annuity in accordance 
with the provisions of this Act, the total ahxount of contributions from his 
salary with interest thereon at 3 per centum per annum, compounded annually 
as of December 31, and proportionately for the period served during the year 
of separation including all contributions made during or for such period, 
except as provided in. section 281, shall be returned to him. 

(b) Tn the event that the total contributions of a retired participant, other 
than voluntary contributions made in accordance with the provisions of section 
281, with interest at 4 per centum per annum compounded annually as is pro- 
vided in paragraph (a) of this section added thereto, exceed the total amount 
returned to such participant or to an annuitant claiming through him, in the 
conn of annuities, accumulated at the same rate of interest up to the date the 
annuity payments cease under the terms of the annuity, the excess of the 
accumulated contributions over the accumulated annuity payments shall be 
paid in the following order of precedence, upon the establishment of a valid 
claim therefor, and such payment shall be a bar to recovery by any other 
] terson : 

(1) To the beneficiary or beneficiaries designated by the retired participant 
in writing to the Director; 

(2) If there be no such beneficiary, to th^o surviving wife or husband of 
s uch participant ; 

(3) If none of the above, to the child or children of such participant and 
descendants of deceased children by representation ; 

(4) If none of the above, to the parents of such participant or the survivor 
of them ; 

(5) If none of the above, the duly appointed executor or administrator of 
i he estate of such participant ; 

(6) If none of the above, to other next of kin of such participant as may 
be determined by the Director in his judgment to be legally entitled thereto. 

(c) No payment shall be made pursuant to paragraph (b) (6) of this section 
until after the expiration of thirty days frojm the death of the retired par- 
i icipant or his surviving annuitant. 
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Part F — Period for Service for Annuities 


COMPUTATION OF LENGTH OF SERVICE 

Sec 251. For the purposes of this title, the period of service of a participant 
e * C0 . m 1 pnted ^ lom the date he becomes a participant under the provisions 
ol this Act, but all periods of separation from the Agency and so much of any 
leaves of absence without pay as may exceed six months in the aggregate in any 
calendar year shall be excluded, except leaves of absence while receiving benefits 
under the Federal Employees’ Compensation Act of September 7, 1916 as 
amended, and leaves of absence granted participants while performing active 
and honorable military or naval service in the Army, Navy, Air Force, Marine 
Corps, or Coast Guard of the United States. 


PRIOR SERVICE CREDIT 

. 252. (a) A participant may, subject to the provisions of this section, 

include In his period of service — 

.. W civilian service in the executive, judicial, and legislative branches of 
the i ! ederal Government and in the District of Columbia government, prior 
to becoming a participant ; and 

(2) active and honorable military or naval service in the Army, Navv 
Manne Corps, Air Force, or Coast Guard of the United States. 

(b) A person may obtain prior civilian service credit in accordance with the 
provisions of paragraph (a) (1) of this section by making a special contribution 
to the fund equal to 5 per centum of his basic annual salary for each year of 
service for which credit is sought prior to November 8, 1960, and at 6V 2 per 
centum, thereafter with interest compounded annually at 4 per centum per 
ap , to * h , e da 4 e ° f . payment. Any such person may, under such conditions 
as may be determined in each instance by the Director, pay such special contribu- 
tions in installments. 

(c) (1) If an officer or employee under some other Government retirement 
system, becomes a participant in the system by direct transfer, such officer or 

f tatal contributions and deposits, including interest accrued thereon, 
fnf G aL VOlUn i tai ^ COntrlb ” tlon8 ’ sha11 be transferred to the fund effective as of 
the date such officer or employee becomes a participant in the system. Each 
n^ri h J^w ° r e J npl ° 1 fee shall be deemed to consent to the transfer of such funds 
, ? acb transfer shall be a complete discharge and acquittance of all claims 
£h d demands against the other Government retirement fund on account of service 
le ”dered prior to becoming a participant in the system. 

in ai,.orrm^ C ?J-fn r « mpl0ye . e ’. Wbose eontl ’ibutions are transferred to the fund 
cou rorl ^ pro J lslon . s of Paragraph (c) (1) of this section, shall be 

emwY,!,? r Y contributions 111 addition to those transferred, for periods of 
inmit fund I? 10 * 1 ful1 contributions were made to the other Government retire- 
accouu l nf ’ “5 .? ha . any r ® fu ?d he made to any such officer or employee on 
ment fund o’ 1 ?” n° nS mada dunn S any Period to the other Government retire- 
tidbutLns to thefund. 01 ' th&t by Sectlon 211 of m * Act for coa - 

(8) No officer or employee, whose contributions are transferred to the fund 
receive luxsdit for^neHo, , pioyislona . of paragraph (c)(1) of this section, shall 
been iMde d or for wnmn ° f sel : v }f e J or wbicb a refund of contributions has 
retirement ’ * r a which no contributions were made to the other Government 
Jrlit v A Participant may, however, obtain credit for such prior 

service by making a special contribution to the fund in accordance with the 
provisions of paragraph (b) of this section. accordance with the 

1 ** participant may obtain prior civilian service credit toward retirement 

? S Zemnf m^iirin^e^f .° f , CiVlll r i Service on the whilhTe 

,. k will in the future be entitled to receive 1 any annuity under 
another retirement system covering civilian personnel of the Government. 

accordance with ^- 1 ,^ may . obta ] n prior military or naval service credit in 
for it to the TO rec^ pr0 ; visl ° n of paragraph (a)(2) of this section by applying 
ever ^ in the retdren ? ent or separation from the Agency. FIow- 

m lccOTirU of mn In ,1 Participant who is eligible for and receives retired pay 

retired s l al om Yto • "To*) the period of service upon which such 
retired pay is based shall not be included, except that in the case of a participant 
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who is eligible for and receives retired pay 
d sability incurred in combat with an enemy of 
;i -i instrumentality of war and incurred in line 
( is that term is used in chapter 11 of title 38, Ur 
uader chapter 07 of title 10 of the United States 
0 “ naval service shall be included. No contjr 
required in connection with military or naval 
in accordance with the provisions of paragraph 


account of a service-connected 
the United States or caused by 
of duty during a period of war 
ijited States Code), or is awarded 
[Code, the period of such military 
Jributions to the fund shall be 
service credited to a iiarticipant 
1 (a) (2) of this section. 


CREDIT FOR SERVICE WHILE ON MILITARY LEAVE 


Sec. 253. Contributions shall not be requir 
absence from the Agency granted a participant 
o- naval service in the Army, Navy, Air Force 
of the United States. 

Fart G — Monet?! 


ed 


ESTIMATE OF APPROPRIATIONS NEEDED 


Sec. 261. The Director shall prepare the es| 
tions required to be made to the fund, and s, 
valuations of the fund at intervals of five year 
by him. , 

INVESTMENT OP MONEYS IfJ THE FUND 


.imates of the annual appropria- 
tion cause to be made actuarial 
k or oftener if deemed necessary 


Sec. 202. The Director may, with the approv 
invest from time to time in interest-tearing 
such portions of the fund as in his judgment 
ior the payment of annuities, cash benefits, 
income derived from such investments shall 


at of the Secretary of the Treasury, 
] securities of the United States 
may not be immediately required 
refunds, and allowances, and the 
constitute a part of such fund. 


ATTACHMENT OF MONEYS 


SBC. 263. None of the moneys mentioned 
cither in law or equity, or be subject to cxe 
inent, or other legal process, except as provided 


H— Annuitants Recalled, Reinstated 
or Reemployed in tiie G< 

RECALL 


Sec. 271. (a) The Director may recall any 
whenever he shall determine such recall is in t 
(b) Any annuitant recalled to duty ii the A 
in accordance with the provisions of section 
entitled in lieu of his annuity to the full sa 
serving. During such service, he shall make 
cordance with the provisions of section 211, 
status, his annuity shall be determined anew 
of section 221. 

REEMPLOYMENT COMPENSATION 


Sec. 272. (a) Notwithstanding any other p 
ployee of the Agency, who has retired undeij 
ceiving an annuity pursuant thereto, and w 
Government service in any appointive position 
basis, shall be entitled to receive the salary of' 
plus so much of ins annuity payable under - 
combined with such salary does not exceed 
salary such officer or employee was entitled 
ment from the Agency. Any such reemploy 
salary during any calendar year in excess q 
may be entitled to receive under this paragri 
in lieu of benefits hereunder. 

(b) When any such retired officer or empj 
the employer shall send a notice to the Ageu 
with all pertinent information relatirg ther 
officer or employee the salary of the position 
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covering periods of leave of 
while performing active military 
Marine Corps, or Coast Guard 


in this title shall lie assignable 
iqution, levy, attachment, garnish- 
jn section 234(e) . 


or Reappointed in tiie Agency, 

1VERNMENT 


, annuitant to duty In the Agency 
t}he public interest, 
jgency or reinstated or reappointed 
p31(t>) shall, while so serving, lie 
tjarv of the grade in which he is 
contributions to the fund in ac- 
,, When he reverts to his retired 
in accordance with the provisions 


■ovision of law, any officer or ern- 
, this Act, as amended, and is re- 
Iho is reemployed in the Federal 
i either on a part-time or full-time 
the position in which lie is serving 
this Act, as amended, which when 
during any calendar year the basic 
receive on the date of his retire- 
officer or employee who receives 
the maximum amount, which he 
shall be entitled to such salary 


aph 

oyee of the Agency Is reemployed, 
,icy of such reemployment together 
■eto, and shall pay directly to such 
in which ho is serving. 
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(c) In the event of any overpayment under this section, such overpayment 
shal l be recovered by withholding the amount, involved from the salary payable 
to such recinployed officer or employee, or from any other moneys, including his 
annuity, payable in accordance with the provisions of this title. 

REEMPLOYMENT 

Sec. 273. Notwithstanding the provisions of title 5, United States Code, sec- 
tion 62, and title 5, United States Code, section 715a, an Agency officer or employee 
retired under the provisions of this Act shall not, by reason of his retired status, 
be barred from employment In Federal Government service in any appointive 
position for which he is qualified. An annuitant so reemployed shall serve at 
the will of the appointing officer. 

Part I — Voluntary Contributions 

Sec. 281. (a) Any participant may, at his option and under such regulations 
as may be prescribed by the Director, deposit additional sums in multiples of 
1 per centum of his basic salary, but not in excess of 10 per centum of such 
salary, which amounts together with interest at 3 per centum per annum, com- 
pounded annually as of December 31, and proportionately for the period served 
during the year of his retirement, including all contributions made during or for 
such period, shall, at the date of his retirement and at his election, be — 

( 1 ) returned to him in lump sum ; or 

(2) used to purchase an additional life annuity ; or 

(3) used to purchase an additional life annuity for himself and to pro- 
vide for a cash payment on his death to a beneficiary whose name shall 
be notified in writing to the Director by the participant ; or 

(4) used to purchase an additional life annuity for himself and a life 
annuity commencing on his death payable to a beneficiary whose name 
shall be notified in writing to the Director by the participant with a 
guaranteed return to the beneficiary or his legal representative of an 
amount equal to the cash payment referred to In subparagraph (3) above. 

(b) The benefits provided by subparagraphs (2), (3), or (4) of paragraph 
(a) of this section shall be actuarially equivalent In value to the payment pro- 
vided for by subparagraph (a)(1) of this section and shall be calculated upon 
such tables of mortality as may bo from time to time prescribed for this pur- 
pose by the Director. 

(c) In case a participant shall become separated from the Agency for any 
reason except retirement on an annuity, the amount of any additional deposits 
with interest at 3 per centum per annum, compounded as is provided in para- 
graph (a) of this section, made by him under the provisions of said paragraph 
(a) shall be refunded In the manner provided in section 241 for the return 
of contributions and interest in the case of death or separation from the Agency. 

(d) Any benefits payable to an officer or to his beneficiary in respect to the 
additional deposits provided under this section shall be in addition to the bene- 
fits otherwise provided under this title.” 

Mr. Rivers. So let’s now start considering the new proposal, or the 
amended version. [Reading :] 

A BILL To provide for the establishment and maintenance of a Central Intelligence Agency 
Retirement and disability system and for other purposes 

Be it enacted by the Senate and the House of Representatives of the United 
States of America in Congress assembled, That this Act may bo cited as the 
‘‘Central Intelligence Agency Retirement Act of 1963.” 

Sec. 2. When used in this Act, the term — • 

(a) “Agency” means the Central Intelligence Agency ; and 

(b) “Director” means the Director of Central Intelligence. 

Now, Mr. Blandford, you take up from there. 

Mr. Blandford. All right, let’s just proceed then, Mr. O’Neill, or 
General, with an explanation of why we want to change the defini- 
tion or what the definitions means. Let’s start, right from there and 
read the bill and explain it as we go along. 

Mr. Rivers. Go ahead. 

Mr. O’Neill. All right, sir. 


Approved For Release 2002/03/20 : CIA-RDP78-03721A000100050005-9 



Approved For Release 2002/03/2a^lA-RDP78-03721A0001 00050005-9 


Mr. Bates. I don’t want to nit-pick, 
establish the maintenance of a Central 
disability system,” shouldn’t that be caps 


or the “disability” ought to be large. 

Mr. Bates. No, this is retirement, 
agency. So it would have to have caps 
Mr. Blandford. Then “disability” ouj 
Mr. Rivers. We can correct that. 

Mr. Blandfokd. I might also make a: 
some words of limitation in the title, its- 
1 hat this is going to apply to all of the Cl 
Mr. Bates. Right. 

Mr. B landlord. I would suggest thi: 
Provide for the Establishment and Man 
iigence Agency Retirement and Disabj. 
Number of Employees and for Other 
Mr. Rivers. That takes care of it. 

Mr. Hardy. That suits me. 

Mr. Bennett. That is good. 

Mr. Hardy. If it should be desirable 
specifically, weean do that in another sectli 
Mr. Blandford. We may have to get] 
the sections. 

Mr. Rivers. I think that w T ill take ca 
Mr. Blandford. All right. 

Mr. Rivers. Are you ready to read the 
Mr. O’Neill. Yes, sir. 

Mr. Rivers. Go ahead. 

Mr. O’Neill (reading) : 


but on the second line, “to 
Intelligence Retirement and 
on those ? 

retirement” ought to be small 


pot the establishment of an 
on the “retirement,.” 
ght to be capitalized. 


bother suggestion and that is 
' *, to get away from the idea 

K. 


• Purb 


tjo 


DEFINITIONS 

f?EC. 2. When used in this Act, the tern — 

(a) “Agency” means the Central Intelligence Agency ; and 

(b) “Director” means the Director of Central Intelligence. 

In explanation, these are routine definitions. 

Mr. Blandford. All right. 

Mr. O’Neill (reading) : 


Part A — Establishment 


RULES AND REGULATIONS 


Mr. Bates. Mr. Chairman, I would s 
(■f these technical points with reference 
Mr. Blandford. We will take care of it] 
Mr. Bates. Be handled by the staff, 
substantive matters. 

Mr. O’Neill. Fine. 


■ rut 


Sec. 201. (a) The Director may prescribe 
lishment and maintenance of a Central Intellig 
ability system, referred to hereafter as the systei 


Mr. Bennett. There is something wro 
liko a general proposition. 

Mr. IIardy. This is where you are goj 
i ted number.” 


s title, Mr. Chairman, “To 
ntenance of a Central Intel - 
lity System for a Limited 


>oses. 


put a limit on the number, 
on. 


into that when we get into 
he of it. 
bill? 


of System 


uggest that from here on any 
to numbers 

We will just stick with the 


es and regulations for the estab- 
ence Agency retirement and dis- 
hi- 


ng right there. That sounds 
ng to insert that “for a lim- 
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Mr. Blandford. “For a limited number.” 

Mr. O’Neill. “For a limited number,” and so forth. 

Mr. Blandford. “For a limited number of employees.” 

Mr. O’Neill. Period. [Reading:] 

(b) The Director shall administer the system in accordance with such rules 
and regulations and with the principles established by this Act. 

ESTABLISHMENT AND MAINTENANCE OF FUND 

Sec. 202. There is hereby created a fund to be known as the Central Intelli- 
gence Agency retirement and disability fund which shall be maintained by the 
Director. The Central Intelligence Agency retirement and disability fund is 
referred to hereafter in this title as the fund. 

Mr. Bennett. Row right there, again this reads as if it is a general 
retirement thing. I am wondering if it should be given such a general 
title and general aura, when it is for a specialized minority of your 
employees. 

Mr, O’Neill. Although it is for a minority, it would be a separate 
and distinct special fund for the handling of this activity. 

Mr. Blandford. I think we could add the words on line 18, after 
the word “fund”, “for a limited number of employees.” 

Mr. Hardy. If you have got it covered in section 201, 1 don’t know 
why you need it here. 

Mr. Blandford. It is just to repeat. 

Mr. Rivers. Then you are coming to the participants, that is coming 

up. 

Mr. Huddelston. This merely lists the title of the fund. 

General Carter. If we insert the words — we have already defined 
this, “hereafter referred to as the system.” So if we use “the system” 
thoughout, I think we are covered, sir. 

Mr. Rivers. I think it is plain enough. 

Mr. Bates. Right. 

General Carer. Yes, sir. 

Mr. O’Neill. In explanation of this section, the section gives the 
director the authority necessary to establish and maintain a retirement 
system and to prescribe rules and regulations governing its admin- 
istration. 

Mr. Blandford. Now obviously in connection with this, the 6 y 2 
percent contribution will go into this fund and that money, in turn, 
will be invested in Government bonds, and so forth. Will the general 
rules of investment, as applies to the civil service retirement fund, 
apply to this fund ? 

Mr. O’Neill. The present considerations would be that this would be 
handled in Government investments, yes, sir. 

Mr. Blandford. Government investments. Now, this will then 
necessitate a separate appropriation hereafter for the Government’s 
contribution, and also for any additional annuities that may be added 
by Congress at a later date which is not carried in the fund, and it is 
understood, therefore, that with this language, this, in effect, means 
that you will have to obtain appropriations at a later date and also will 
require appropriations for any add-on’s to the program which may 
come about as a result of any additions in annuities that may he here- 
after provided for Government employees who are covered. 
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Mr. O’Neill. That is correct, sir. 

Next subtitle: 

ESTABLISHMENT AND MAINTENANCE OF FUND 


Sec. 202. There is hereby created a fund f}o be known as the Central Intelli- 
gence Agency retirement and disability 

Mr. Blandford. You already read thjit. 

Mr. O’Neill, Sorry. Our explanation 
as we have previously covered. 

Mr. Rivers. To “Participants”. 

Mr. O’Neill (reading) : 


PARTICIPANTS 


Sec. 203. The Director may designate from 
and employees, hereafter referx-ed to as part 
the benefits of the system. Any officer or ei 
years of service with the Agency and whose 
the Director to be qualifying for the system 
system for the duration of his employment b; 


time to time such Agency officers 
ieipants, who shall be entitled to 

t iployeo who has completed fifteen 
_ areer at that time is adjudged by 
' hall remain a participant of such 
iV the Agency. 


Period. 

Mr. Bates. Now that is new language 
Mr. Blandford. Yes, sir. 

Mr. O’Neill. That is new language. 
Mr. Blandford. That is what you 
yesterday. Is that satisfactory ? 

Mr. Bates. That is what I had in mi: 
General Carter. Yes, sir. 

Mr. Rivers. It sounds good to me, 

Mr. O’Neill. This would insure that; 
who has had 15 years of service would 
not in any danger of being moved out 
Mr. Rivers. I think that would cover it 
Mr. O’Neill. In addition, this section 
comparable provisions of the Foreign Se 
Lee officers are automatically covered by 
under the Foreign Service Act. Howev 
Agency employees will serve under co 
other than normal retirement considerati 
designated as participants, pursuant to 
rigid selection process. 

Mr. Blandford. May I suggest, at thi^ 
words : “shall at his election remain a p 
’ iis employment by the Agency.” 

Would there be any advantage or 
he individual to have 


Mr. Rivers. To make an election ? 

Mr. Blaudford. To have this done at hi 

Mr. Hardy. I think wffiat you are ta 
situation and I can’t think of one, but th^: 
which a person would have retirement 
ment under another system which mi 
being required to stay under this. 

Mr. Blandford. That is really what 
visualize the situation. 

Mr. Hardy. I can’t either, but it i s a possibility, 


;ht 


on that would be the same 


there. 

suggested, as a matter of fact, 
id. Is it satisfactory ? 


an individual in the system 
know at that time that he was 
jof the system at a later date. 

necessarily deviates from the 
[rvice Act, since Foreign Serv- 
virtue of their appointments 
er, only a limited number of 
jnditions which will warrant 
ions, and those who are to be 
this section, will undergo a 

point the possibility of these 
articipant for the duration of 


disadvantage at that point to 


s election ? 

jking about, there could be a 
re might be a situation under 
Credits, availability of retire- 
be adversely affected by his 


I am trying to say. I can’t 


Approved For Release 2002/03/20 : CIA-RDP78-03721A0001 00050005-9 



Approved For Release 2002/03/^Jg ; pA-RDP78-03721A0001 00050005-9 


Mr. Rivers. Ho may jump from security to insecurity. 

Mr. Hardy. You might even have a situation where a person would 
be eligible for military retirement and fall in this category, also, and 
it might be to his disadvantage if he were by statute compelled to stay 
in this system. 

Mr. Rivers. Why don’t we ask the general ? 

Mr. Hardy. It wouldn’t hurt anything to put “at his election” in 
there. 

Mr. 0’Neix.l. All right. 

Mr. Rivers. Why don’t we ask General Carter. 

You come under that category. How many years did you have ? 

General Carter. Thirty-two years, sir. 

Mr. Rivers. How did this thing affect your — — 

General Carter. I am not eligible. 

Mr. Blandford. You are on active duty, aren’t you? 

General Carter. Yes, sir, I am on active duty. I am not eligible. 

Mr. Rivers. If you weren’t, you would have had to have a special 
act of Congress. 

Mr. Hardy. No. 

Mr. Rivers. We did. 

Mr. Bates. Yes, we did. 

Mr. Rivers. Wait a minute, we had to do it for 

Mr. Bates. For General Swing. 

Mr. Hardy. Yes, but CIA specifically is permitted a certain num- 
ber — 

Mr. Blandford. The Deputy Director, by law, may be a member 
of the military. 

General Carter. Yes, sir. I am assigned there, sir, by the military. 

Mr. Rivers. But you wear two hats, really. 

General Carter. No, sir, I am afraid not, Mr. Chairman. 

Mr. Rivers. Aren’t you military? 

General Carter. Yes, but I am a statutory appointment of the 
President. 

Mr. Blandford. Doesn’t the law say that the Director or Deputy 
Director, but not both, may be military ? 

General Carter. Yes, sir, that is true. 

Mr. Bates. Y ou get paid by whom, CIA ? 

General Carter. I get paid by the military, but the Department of 
Defense is rei mbursed by the CIA for my pay. 

Mr. Bates. Right. Now on your retirement you will be retired as 
a military officer ? 

General Carter. Yes, sir. 

Mr. Rivers. You will get 5 percent under our pay bill, won’t you ? 

Mr. Bates. If you were a reservist you would get both. 

Mr. Rivers. If you were a reservist you could do it. 

General Carter. Yes, sir. 

Might I suggest, sir, on line 6, after the word “system,” if we take 
out the word “shall” and say “may elect to.” 

Mr. Hardy. That would do it. 

Mr. Rivers. I think that would cover whatever Mr. Hardy has in 
mind. 

General Carter. This gives all of the election, then, to the indi- 
vidual, I think is the purpose of this. 

SS-OSG — 68! — No. 20 0 
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Mr. Rivers. That is right, 1 t link that would cover it. I don’t 
know of a case. 

Mr. Hardy. Actually, you could have a case right now, because CIA 
is permitted to employ up to 15 retired military officers, is it ? 

General Carter. Yes, sir. 

Mr. Hardy. So if you had a military 

1 . 1 .. 1 ... ■ • . .. , r i 


sumably he is also drawing military retirement, isn’t he* 


officer employed by CIA pre- 
anent, isn’t he ? 

the Dual Compensation Act, 


Mr. Blandford. They are subject to 
out not subject to the Dual Employment- 
Mr. Rivers. Not unless he is a Reserve. 

Mr. Blandford. The Regular is subject to the Dual Compensation 
. let, but not sub j eet to the dual employmdnt statute. 

Mr. Rivers. That is right. 

Mr. Hardy. This is the only agency I 
permission. 

Mr. Blandford. No, sir, there are mahy other agencies. 


know of that has that special 


erans’ Administration can hire 25 ret in 


The Vet- 
11 officers who are not subject 
‘ 1948, 


to the Dual Employment Act. The original CIA request m 
was to hire 25 retired officers without regard to the dual employment 
or dual compensation provisions. We reduced it to 15 who could be 
hired without the dual employment but 

sation Act, which means that the only Regular officer who could be 
employed without, regard to the dual compensation provision is an 
officer retired for combat wounds or as a result of an instrumentality 
of war. 

Mr. Hardy. Anyway, I think this wording- 
Mr. Rivers. Now the next thing is se> 

Mr. O’Neill (reading) : 


ction 204, “Annuitants.” 


ANNUITANTS 


Sec. 204. (a) Annuitants shall be persons 
the fund and all persons, including surviving 
lendent widowers;, children, and beneficiaries 
shall become entitled to receive annuities iu a| 
this Act. 

( b ) When used in t his: title the term — 

(1) “Widow” means the surviving wife of 
t ~j such participant for at least two years ini 
i i the mother of issue by such marriage. 

(2) “Dependent widower” means the survival] 
was married to such participant for at least 
ter death or is the father of issue by such r 
self-support by reason of mental or physical 
t ian one-half of his support from such participaii 

(3) “Child” means an unmarried child, uni)' 
such unmarried child regardless of age who, 
ability incurred before age eighteen, is incap: 

t > the offspring of the participant and Iris or 
an adopted child, and (b) a stepchild or recop 
more than one-half of his support from the parti (j 


d} 


t'P 


Mr. Blandford. Is there anything in that section that in any way 
i; > different from tb e F oreign Service Act ? 

Mr. O’Neill. No, sir, this section clefjr 
eligible for benefits under the retirement j 
else.. 

Mr. Blandford. I call the subcommijt 
feature and that is the language w.iich : 


sa 


Approved For Release 2002/03/20 : CIA-RDP78-03721A0001 00050005-9 


who are receiving annuities from 
{wives* and husbands, widows:, de- 
participants or annuitants who 
Accordance with the provisions of 


a participant who was married 
uediately preceding Ills death or 

ng husband of a participant who 
two years immediately preceding 
jirriage, and who is incapable of 
' sability, and who received more 
t. 

er the age of eighteen years,, or 
cause of physical or mental dis- 
able of self-support. In addition 
:r spouse, the term includes (a) 
ized natural child who received 
tipant. 


■ncs annuitants who may be 
system, and contains nothing 


ijltee’s attention to only one 
'•ys“or is the mother of issue 
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by such marriage,” which might mean the mother of an illegitimate 
cl u d would be eligible for the benefits, which apparently is true for 
the foreign Service Act. 

Mr. O’Neill. Yes, sir. 

Mr. Hardy I don’t know whether this is a good idea. I had it 
marked, myself, because this is the same kind of thing that we hashed 
over thoroughly in the Survivors Benefits Act— what constituted a ■ 
widow, and so forth. I was a little troubled with providing coverage 
tor these illegitimate children. b 

patterif EN3SrEn '' W ° lmVe a P attern already. It is easier to follow the 

Mr. Hardy. You want to protect the wives, 
laws? BaTES ‘ is the language in the veterans’ compensation 

Mr. Blandford. I don’t believe the VA recognizes illegitimacy al- 
lhough you can legitimatize children. ' ’ 

Mr. Blandford. What is the subcommittee’s pleasure ? 

to proleot * •» - 

Mr. tetS tC <*-* th0 “***■”«* * 

Mr. Bennett. As a practical matter, you are protecting' tlm nldu 
they have it in the Foreign Service, so let’s do it here. ’ 

Mr. Rivers. You want the measure, don’t you « 

Mr. O’Neill (reading) : 

Part B— Compulsory Contributions 

eSfitK contributed 11 tootle fund g? ttt, ****? T*™ * 
cash benefits, refunds, and allowances An equal sum llffi^ 

the aPPr<>Priati0n ° r fund ’ sha11 deposited W 

(b) Bach participant shall be deemed to consent and agree to a. W h ,i„i 
tions from basic salary, and payment lew g to such deduc- 

and complete discharge and acauittinee nf nil < ? eductl o ns shall be a full 
ever for all regular a “ d demands whatso- 

except the right to the benefits to which he shall Remitted ^ 
notwithstanding any law, rule, or regulation aifccting^he SidS salary.^’ 

^ ln ¥ r ii R IVE ?s. It never , occurred to me that you would have to 
^ m t^berc to take out 6^ percent. 

Mr. O’Neill. Yes, sir, you do. This section provides for contrihu 
Mr. Rivers. Go ahead. 

p ^/i , \, ^ il AKDI0R, n' T his means that once a person has Dut in th« 

Mr. O’Neill. Yes, sir. 

Mr. Blandford. So civil service is optional? 

^ ARDY - Civil service is not optional. 

Mi . Rivers. Not if you get under it, you are under it 
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Mi'. Blandford. Bui you have to sig 
you want to get in it. . 

Mr. Hardy. No, that is legislative only. 
Mr. Blandford. That is just for that? 
Mr. Hardy. Yes. You elect, but the ot 
Mr. Blandford. I see. I thought ever} 
Mr. Huddleston. You have to resign b 
Mr. Rivers. This is interesting whe 
the organic form, you start off the basis 
learn a lot about it. 

Mr. Hardy. Six and a half percent is 
that will apply to all your employees, is t 
Mr. O’Neill. That is right. 

General Carter. Everyone. 

Mr. Rivers. Everybody. 

Mr. Hardy. You would have trouble 
where you have a differentiation in the r;i 
Mr. Rivers. This is the same for every 
Mr. Hardy. All right. 

Mr. Rivers. Let’s go to the next sectioi 
Mr. O’Neill (reacting) : 


n a piece of paper to say 


rers don’t, 
body was like me. 

> withdraw your fund, 
n you write these acts in 
for the whole system. You 

the same rate of deductions 
rat right? 


j if you ever get to a point 
to. 

body. 


Part C — Computation of Annuities 


Sec. 221. (a) Tlic- annuity of a participanl 
■)f his average basic salary for the highest 
for which full contributions have been mad' 
lumber of years, not exceeding thirty-live, of 
mce with the provisions of sections 2ol ana 


Mr. Blandford. Thank you very i) 
question. 

Mr. O’Neill. Very well. 


dll 


In determining the aggregate period of se 
to be based, the fractional part of a montr 

(b) At the time of retirement, any marrie 
a reduced annuity and to provide for_ an an 
husband, commencing on the date inllowiiji 
terminating upon the death of such survivin' 
payable to the surviving wife or husband af 
be 50 per centum of the amount of the p 
prescribed in paragraph (a) of this sectioi. 
annuity specified by him as the base for thy 
of the participant making such election sh 
of any amount up to $2,400 he specifies as 
plus 10 per centum of any amount over $2,400 

(c) (1) If an annuitant dies and is surviv 
child or children, in addition to the annuity 
husband, there shall be paid to or on behalf' 
the smallest of (i) 40 per centum of the a- 
determined under paragraph (a) of this sec 
dren; (ii) $600; or (iii) $1,800 divided by 

(2) If an annuitant dies and is not survr 
child or children, each surviving child shall 
smallest of (i) 50 per centum of the an 
determined under paragraph (a) of this 
children: (ii) $720; or (iii) $2,160 divided 

Mr. Blandford. Does that mean tlj 
would be paid to the family of a decei 
tion who participates would be $2,160, 


shall be equal to 2 per centum 
Ive consecutive years of service, 
! to the fund, multiplied by the 
service credit obtained in accord- 
2 . 

mch, you just saved me a 


rvice upon which tie annuity is 
, if any, shall not lie counted, 
i participant may elect to receive 
nuity payable to his wife or her 
ig such participant’s death and 
g wife or husband. The annuity 
ter such participant’s death shall 
articipant’s annuity computed as 
up to the full amount of such 
survivor benefits. The annuity 
„ be reduced by 2 % per centum 
the base for the survivor benefit 
ilso specified. 

4d by a wife or husband and by a 
payable to the surviving wife or 
of each child an annuity equal to 
.rjnuitant’s average basic salary, as 
Ion, divided by the number of chil- 
the number of children, 
iyed by a wife or husband but by a 
11 be paid an annuity equal to the 
militant's average basic salary, as 
Section, divided by the number of 
tlie number of children. 


by 

at the maximum benefit that 
sssed member of your organiza- 
divided by the number of ehil- 
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dren? In other words, if a man died with two children, $2,160 is 
still the maximum amount that would be paid to those children? 

Mr. O’Neill. To the individual child. 

Mr. Bates. You only get the smallest; you only get the $720. 

Mr. Blandford. That is what I am saying ; $2,160 is the maximum. 


Mr. Rivers. Maximum. 

Mr. Blandford. To be paid to those two children. That seems 
like an awful small amount for a man who 

Mr. O’Neill. That amount, the smallest of these three amounts, 
would be the amount paid each child. 

Mr. Bates. You wouldn’t get that $2,160 divided by 2; you would 
get the $720 each. 

Mr. O’Neill. Yes, sir. 

General Carter. If there were two children ; that is correct. 

Mr. Rivers. Or $2,160 

Mr. Bates. It is the smallest, Russ. 

Mr. Blandford. Yes; they wouldn’t each get $2,160, would they? 

General Carter. No, sir. 

Mr. Blandford. Supposing this fellow has been in the fund for 
some time, and actually the fund, the children, say, are 16 and 17 ; 
there is no surviving wife. And he has contributed $15,000. And 
you are going to pay two children $720 a year for the next 2 years. 
What happens to the rest of that money ? 

Mr. O’Neill. There is provision for return of excess amounts paid 
in, sir. 

Mr. Blandford. All right. Go ahead. 

Mr. Bennett. Can we refer back here a minute, because I am afraid 
in our history of this legislation about this question of widows and 
children we have left something in the record which was not the 
intention of the statute, as far as Foreign Service is concerned. 

It says here, section 204, subsection 1, page 4, if you read this section 
about “mother of issue by such marriage,” you will see it doesn’t 
refer to illegitimate children, per se. Grammatically it refers to a 
widow who must always be a surviving wife. 

Mr. O’Neill. Yes. 


Mr. Bennett. It could be a surviving wife married for 2 years or 
married for less than 2 years, and there was a child. 

Mr. O’Neill. Yes, sir. 

Mr. Bennett. The only way “illegitimate” would ever come into 
this picture would be if there was an illegitimate child occurred before 
the marriage and then there were a subsequent marriage. That is 
fantastic, because if you try to make this into saying “widow is the 
mother of issue by such marriage,” you are referring back to a 
marriage, so it doesn’t refer to an unmarried person at all. This refers 
only to married people. 

Mr. Woodtear. May I make a comment on that ? 

Mr. Rivers. Go ahead. 

Mr. Woodtear. The Department of State’s interpretation on that 
has been exactly as Mr. Bennett has described it, a combination of 
marriage and issue by such marriage. The illegitmate children, if any, 
are covered by the phrase “natural child” on the next page. If a man 
has an illegitimate, child he recognizes, and pays the support of, we 
would not deny him that right. 
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Mr. Bennett. I just wautecl to clear this up. We were creating 
something not in the statute. 

Mr. Woodyear, That is not interpreted by the Department that 
way. 

Mr. Blandford. I am delighted to knew that, but point out I would 
be happy to take a case to court of claims without this legislative 
history and say that widow can also be tefined as the mother of issue, 
and the mother does not have to be marrie d. 

Mr. Bennett. It says “by such marriage.” 

Mr. Blandford. But the “or” is there. 

Mr. Bennett. The “or” referred to “was” and “is.” 

Mr. Blandford. It might. 

Mr. Bennett. Let’s don’t make it ar y worse. If they have con- 
! itrued it this way, all right. 

Mr. Blandford. That is why I am trying to make the record, to 
Drove or establish your point. I just won’t want the GAO at some 
future time, if this is the intention, that it is not to be applied to the 
mmarried mother of children, then the record, as you say, ought to 
ooint it out, because certainly I got the wrong interpretation of it. 

Mr. Woodyear. Here you are defining “widow” and not the mother 
of a child, and your interpretation would make the mother of an il- 
legitimate child a widow, and that is not intended. 

Mr. Bennett. Correct. Grammatically it is not possible. 

Mr. Woodyear. It is the “natural child” on the next page that does 
< ake care of the “illegitimate.” 

Mr. Rivers. Let the record show that, and let the record, show that 
i he intent of the Congress is as Mr. Woodyear and Mr. Bennett _ex- 
plained it, and GAO can’t go off the track, because in the construction 
of any statute you have to go to the legislative history. 

Mr. Blandford. May I put this in the record at this point, section 
1104(a) (1) in the definition of “widow” means a person who has been 
married to a participant for 2 years or a person who has been married 
to a participant for less than 2 years who has children by the par- 
t icipant. 

Mr. Bennett. Correct. 

Mr. Rivers. I think that covers it. 

Mr. Blandford. All right. 

Mr. Rivers. Then any construction would have to go along — that 
would clearly show the intent of the Congress. It is the only place 
you can get it. 

Go ahead. Thank you, Mr. Bennett. 

Mr. O’Neill (reading) : 

(d) If a surviving wife or husband dies or tie annuity of a child is terminated, 

Ihe annuities of any remaining children shall he recomputed and paid as though 
f uch wife, husband, or child had not survived the participant. 

(e) The annuity payable to a child under paragraph (e) or (d) of this section 
shall begin on the first day of the next month after the participant dies and such 
annuity or any right thereto shall be terminated upon death, marriage, or attain- 
ment of the age of eighteen years, except that, if a child is incapable of self- 
support by reasons of mental or physical disability, the annuity shall be termi- 
nated only when such child dies, marries, or recovers from such disability. 

(f) At the time of retirement an unmarried participant may elect to receive 
i. reduced annuity and to provide for an annu ty equal to 50 per centum of the 
reduced annuity payable after his or he:. - death to a beneficiary whose name shall 
he designated in writing to the Director. 
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Mv. Hardy. Is that provision in the Foreign Service Act? 

Mr. Blandford. Yes, but not m the civil service retirement fund. 

hisn’t ShL a® questioning that particular provision, because this 
hasn t anything to do at all with need or dependency. This in effect 

iiuh n’t tolr? erSt ri T ybe 1 don’t-would permit an an 

nuitant t° select anybody that he chose. 

Mr. Blandford. That is right. 

Mr. Bates. Like an insurance policy. 

Mr. Hardy. Yes. 

.Now, I have a little trouble seeing how you would iustify Federal 
contributions for that. I think it would be all right if the annuitant 
were paying the entire cost of the system, but where you have a sub- 

“ a i Y TI0Unt > a T substantial part of it as contributions from the 
Federal Treasury, I doubt the wisdom of that. 

Mr. Rivers. Let’s hear from — — 

Mr. Hardy. I will go along with it for dependents, but 

Mr. Rivers. Let’s hear from Mr. O’Neill. 

. O’Neill. If I may, sir, at that point, the annuity is fixed His 
rights and benefits are established. He is now electing to take a re- 
duced annuity m favor of providing someone he would designate to 
receivepart of his annuity after his death. designate to 

likff H vnrHet H6 bUilt T UP R SOme Mnd ° f an eStflte a,ld it looks to 1116 
ike if you let a man who happens to have children — give him more 

th nkdikfth!t ha T he m aT l wh ° d ? eSn ’ 1 t ’ ou ^ ht to be able to do some- 
tnink like that. I wouldn’t want to take that out. 

Mr Br y i°r l h l V< i an ontir( dy different set of facts. 

reaflv driiS TVH ' 'n?- Hardy - haS a l >01nt . h ? r e, because what you are 
leaiiy doing, Mr. Chairman, is you are giving a narficimiiiVlm L 

unmarried the right to select some friend of hL U P " h ° 18 
Mr. Rivers. It might be his mother. 

Mr. Blandford. Well, his mother is covered, a blood relative— I 
mean a widow or a child or a mother would be covered by the law But 
here, Mr. Hardy, I think, has a very good point, that here you are 
saying that you can take this person who has no relationship to the 
participant and he can gain 1 co uie 

wi“a &.Sr B might b6 iiS brotW ’ “ mi ^ ht ^ 

Mr. Blandford. It could be, it could be anybody 

ready toliTit* 8 1 d ”’‘ k "»» I «. 

Mr. Bates. Let’s look at the rest of it. Is he going to be ohm-owl 
6/ 2 percent regardless, are we going to do that, even though lie' can’t 
execute some provision like that ? s an 1 

^ 1 L 1 AN , Dr0R ?' . Tiie m on6 y becomes part of his estate. If there is 
no eligible beneficiary, then the amount that he has contributed I 
assume becomes a part of his estate, and would be distributed accord 
mg to the iaws of the State m which he died, or according to his will 
I think Mr. Hardy s point is well taken in this respect. Here is the 
Government, contributing ;6% percent, and then any future increases in 
nn i. eS c ome along which are all at the taxpayer’s expense will accrue 
to the benefit of this beneficiary. At least it ought to e restricted to ! 
blood relative or something like that. esirictea to a 

Mr. Hardy. Let me explain my thinking about it. 

Mr. Rivers. Go ahead. 


Approved For Release 2002/03/20 : CIA-RDP78-03721A0001 00050005-9 



P78-03721A0001 00050005-9 

5870 

Mr. Hakdy. Because this may or may not be valid, but this is the 
way I look at it. Actually, the costs, the Federal Government’s cost 
is increased whenever yon tie, at least it is expected to be increased 
w henever you tie it to survivorship. I think we can fully justify an in- 
crease in the Government’s cost where survivorship is related to the 
dependents, or perhaps to even blood relatives, but I think it is recog- 
nized that a cost of survivorship increases the total actuarial value of 
a person’s estate. 

You are expanding the Government’s obligation in order to permit 
an annuitant to make a better provision for liis survivors, I have a little 
trouble justifying increasing the Federal cost to increase the estate of 
an annuitant who doesn’t have dependents, and it just happens to be 
somebody that he wants to pass his benefits to. 

Mr. Rivers. Let’s hear what you have to say. 

Mr. O’Neill. While you were speaking I refreshed my own recol- 
k ction. I noticed there are severe penalties placed on the individual 
for exercising this election. 

Mr. Rivers. Read that. 

Mr. O’Neill. Continuing with section 221(f) : 

The annuity payable to a participant making [such election shall be reduced by 
1) per centum of an annuity computed as provided in paragraph (a) of this 
section and by 5 per centum of an annuity so computed for each full five years the 
person designated is younger than the retiring participant, but such total redue- 
t on shall not exceed 40 per centum. No such election of a reduced annuity pay- 
a ble to a beneficiary shall be valid until the participant shall have satisfactorily 
passed a physical examination as prescribed by the Director. The annuity pay- 
able to a beneficiary under the provisions of tpis paragraph shall begin on the 
frst day of the next month after the participant dies. Upon the death of the 
surviving beneficiary all payments shall cease find no further annuity payments 
£ uthorized under this paragraph shall be due or payable. 

There are stated, sir, in explanation, three restrictions ; one, the re- 
duction ; two, requiring the beneficiary to nave a physical examination ; 
and third, the termination of all benefits and no refund of excess 
moneys after the death of the beneficiary. 

Mr, Blandeoku. The beneficiary is not examined, the participant is 
examined. Frankly, I don’t know wlijy the participant should be 
given a physical examination. W'hat art you trying to do — determine 
low long the participant is going to live], or how long the beneficiary ? 

The beneficiary is the key to it — how lonjg she is going to live. In one 
respect it is important from the viewpoint of how long this reduction 
in retirement income is going to take effect, 'but there is nothing in here, 
for example, in this language, that precludes me as a participant, 
unmarried participant, from electing a 2-year-old child who will live 
to be 150 years old, from being the beneficiary here. It is only going 
to be-^the only reason they are examining me, I presume, is to deter- 
mine how long I am going to live after I retire; but supposing the 
participant doesn’t pass the physical examination, what do you prove? 

Mr. Rivers. The Director has some discretionary power there, that 
is what it gives him. Let’s ask Mr. 

Mr. Bates. I can see a circumstance. : Take a man who now is ready 
to retire but he is on his deathbed, take that situation, and all of a 
sudden he decides he wants to turn this money over to someone else. 

Mr. Rivers. To a girl lie has been courting for 15 years. 

Mr. Bates. He would have to pass the physical under this, wouldn’t 
he? 


Approved For Release 2002/03/20 : CIA-RI 


Approved For Release 2002/03/20 : CIA-RDP78-03721A0001 00050005-9 



Approved For Release 2002/03/20 : CIA-RDP78-03721A000100050005-9 

5871 


Mr. O’Neill. Yes, sir. 

Mr. Hardy. If he is ready to retire, he can draw out his retirement 
contributions, can’t be, at this point, in this situation ? 

Mr. O’Neill. No, sir, he cannot withdraw his money. 

Mr. IS landlord. I think it is any time up to 20 years you can draw 
it out. 

General Carter, At the time he retires I believe the money he has 
put into it is sequestered in the fund and remains there for the pur- 
poses of paying his annuity. He cannot withdraw it in a lump sum. 

Mr. IIardy. If he dies, then, before he has retired, then his estate 
would get back what he paid in. 

Mr. O’Neill. Yes, sir. 

General Carter. Yes, sir. 

Mr. Bennett. Is that so ? 

General Carter. Yes, sir. 

Mr. Bennett'. Is that true of all civil service retirement ? You get 
back what you paid in ? 

Mr. Bates. Plus interest. 

General Carter. Yes, sir. 

Mr. Bates. It used to be 4 percent. I don’t know what the interest 
is now. 

Mr. Rivers. Let me ask a question, Mr. Bl andf ord. 

Now, you took this from the Foreign Service Act ? 

Mr. O’Neill. Yes. 

Mr. Rivers. Maybe Mr. Woodyear can give us some kind of ex- 
planation. What is the reason for this, Mr. Woodyear? 

Mr. Woodyear. The reason for this is the man has a vested interest 
in his retirement benefits which he has bought through the years and 
it is assumed if he is unmarried he has a right to make an election. 

Mr. Rivers. lie had built up an estate in it. 

Mr. Woodyear. That is right. This also is a provision under the 
civil service system. The civil service system goes further than the 
Foreign Service system does, in that an insurable interest must be 
established in the person that is designated as beneficiary who is not 
a relative. 

Mr. Bennett. That is not required here ? 

Mr. Woodyear. That is not required here. 

Mr. Blandford. This would be a valid provision here, if the person 
had to have an insurable interest in the individual. For example, you 
can always insure a relative, within restrictions, within certain States, 
but you can’t insure — I couldn’t insure Sonny Liston when he fights 
Lucius Clay if I decided he was going to make some money out of it. 

Mr. Rivers. You wouldn’t have to. 

Mr. Woodyear. I think almost without exception in the Foreign 
Service our system is a small one, not many examples, but such elec- 
tions have been for distant relatives who were dependents of the 
participant. 

Mr. Bennett. That is the relative situation, where they are ac- 
tually dependent, I think that makes a good deal of sense. 

Mr. Hardy. I wouldn’t have any trouble with that. 

Mr. Bates. Let me ask, say he had two individuals, one who had 
a son, the other individual was unmarried but he had a nephew. 

Now, under the first case, he can only get it to age 18, or is it, 21 
unless there is something wrong with him ? 
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Mr. Wood year. 21. 

Mr. Bates. Now, let’s take the situat 
l ml reduced annuity the rest of his life 

Mr. Woodyear. That is correct. 

Mr. Bates. Is that right ? 

Mr. Woodyear. If the individual reduces his annuity by pretty 
close to 50 percent by the time he gets t. 
be so much younger than he was, it wou 

Mr. Bates. Not to exceed 40 percent, 

Uncle John wants to leave it to bus nep 

Mr. Woodyear. That is true. 

Mr. Bates. And this continues the length of the nephew's life? 

Mr. Woodyear. Yes. 

Mr. Bates. But the father of this other lad, he only gets it 2 or 3 
years. 

Mr. Woodyear. But such determination is at the discretion of the 
Secretary, and I would not think that the Secretary would approve 
or the Director would approve such e 
was crippled or disabled or in some waj 
he would not be self-supporting 


on of a nephew, lie can get 
if this individual so elects? 


[trough. The nephew would 

jd almost wipe out 

the total reduction. So if 
iew; that he can do? 


think it ought to 


in that “shall name, whose 
p Director.” 


jection, unless that nephew 
ty so totally dependent that 
There is a discretion in eifect there. 
Mr. Bates. Where is that language about the discretion? 

Mr. Bennett. Let/s restrict it to dependents 
be. Unless it is, I think it ought to be out 

Mr. Hardy. I wouldn’t have any trouble with dependents. 

Mr. Rivers. What about the word — 

Mr. Bates. Can I get an answer ? 

Mr. Woodyear. That is implied, sir, 
name shall be designated in writing to thj 

Mr. Bates. I see no prohibition there. 

Mr. Woodyear. That has been interpreted in the Department, the 
designation in writing to the Director presupposes his acceptance or 
injection of such designation. 

Mr. Bates. I can’t read that into it. 

Mr. Huddleston. I can’t. 

Mr. Woodyear. That has been our interpretation of it. 

Mr. Blandford. How about adding the words, then, Mr. Chair- 
man — and I think this may cure it: “whose name shall be designated 
and accepted in writing.” 

Mr. Hardy. That is still too broad; unless you tie dependents to it, 
I don’t think you have helped. 

Mr. Blandford. At least you give the director some leeway to turn 
if down. 

Mr. Rivers. He can do it now. 

Mr. Bennett, Why not change it to dependent or beneficiary? 

Mr. Rivers. What about the words “insurable interest”? 

Mr. Blandford. You get into trouble. 

Mr. Rivers. I can conceive of a situation: I live in a place where 
they have a lot of different nationalities and most Europeans have 
very close family ties, Italians, Germans, ej.11 of them. I can think of an 
uncle who wants to take care of a nephejw, as Mr. Bates was talking 
about; very’ close, never got married, and I think he has built up an 
estate of some sort,, even though the Gov}< 
they had, at least he has contributed 40 percent. I 
should deny him 
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Mi. Hardy. I don’t see that. I don’t know where you net the 40 
percent from. 

in^Tr. Rivers. If they put in 00 percent and the Government puts 

Mr. Hardy. The Government puts in 0i/ 2 percent but that doesn’t 

necessarily take care of the requirement. It wouldn’t nearly— 

i .r. Rivers. I ou say the Government put it all in: the Government 
doesn’t put m more than he does. 

Mr. Hardy. Yes; it does. 

Mr. Rivers. But for the accident of not being married he is denied 
any discretion from doing anything with whatever he built up, call it 
what you want. 

Mr. Hardy. I wouldn’t have any problem with permitting him to 
designate up to the actuarial equivalent of his investment plus the 
(, 4 percent of the Government, but when you go into dependents you 
extend this thing over a long period of time, and the costs against the 
fund run way up and in all probability will involve substantial addi- 
tional appropriations to keep the fund going. 

Mr. Bennety. Unless the word “dependents” is added before the 
word beneficiary” I don’t like it and would like to strike it. 

Mr. Blandford. I would like to suggest this language, Mr. Chair- 
man: On line 25, ’ 

foi^ovprn^Lunf R- her deat ? t0 i a beneflcl( iry dependent upon the participant 
lor over one-half of his support, whose name 

Mr. Bennett. That is better yet. 

Mr. Hardy. I will buy that. 

Mr. Bennett. Let’s buy that, 

Mr. Rivers. How does that sound, General ? 

Mr. Woodyear. Might I make a comment there, Mr. Chairman* 

Mr. Rivers. Yes. 

Mr. Woodyear. The Department has draft legislation now in which 
it is proposed that this be clarified by using the term “having an in- 
surable interest,” and because of the possible impact this might have 
upon the Foreign Service Act 

Mr. IIardy. Maybe we should do it now, then, in order that it would 
nave an impact. 

Mr. Bennett. Mr. Blandford’s suggestion is better anyway. 

Mr. Rivers. lie is trying to agree with you, if you all let 'him. 

<‘ri wfr 8 ' We would prefer “insurable interest” rather than 

dependent because there may be situations which I can’t,- 

Mr. Blandford. Let me ask you. This takes me back to law school, 

-o V 1 ! Course on , msur fice. I found every State in the Union 
had different laws on who and what was an insurable interest. 

about it VtVEES ^ iT)O C , ^ le same thing and I don’t remember anything 
Mr. Blandford. I am going to fish now. 

What would determine the insurable interest, the laws of the District 
or SllXohhe Pay0W ' fr ° m ’ * h6 Sit ” ° f th “ tad > 

T1i^Ciwd°Servicfr 1 ^ S ° rry ’ 1 C ° Uld n0t anSW6r that ’ Mr - Blandford. 

Mr WoonSr'lIrit. 66 ^ Pr ° blem J0U are g ° ing t0 rUn int ° ? 
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bin — you may have an insur- 
ja cousin is not insurable, be- 
|s would be my only reaction, 
ik to determine whether there 


f vil Service Commission has 
jbination of insurable interest 
jut, sir. 

suggested by Mr. Blandford. 


rat and we will come back to 
’ 6 . 

participant for over one-half 


Mr. Blandford. In some States a cou 
able interest in a cousin, in other States, 
cause there is no insurable interest. Thi 
would be that I don’t know where you lo< 
i s an insurable interest. 

Mr. Woodyear. I suspect that the C 
devised ground rules based upon the com 
inlings, but I don’t know the answer to th 
Mr. Blandford. I think we ought to — 

Mr. Hardy. I will accept the language 
Mr. Bennett. I like that best. 

Mr. Bivers. Let’s tentatively 

Mr. Blandford. Put that in there. 

Mr. Bivers. Let’s tentatively accept 
d later. 

Mr. Huddleston. Bepeat that la.nguag 
Mr. Blandford. “Dependent upon the 
of his support.” 

Mr. Bennett. Where does that go ? , n 

Mr. Blandford. Bight after the word “beneficiary on page 7, 

l m0 

Mr. Bivers. Of: course, as a practical flatter, if you get any of these 
people who are not married and he starts looking around tor some 

of his people to contribute to . 

Mr. Hardy. If he is doing that, I wohldn’t be concerned with it. 
Mr. Bivers. A lot of them do anyway. 

Mr. Huddleston. I would like fo inquire of Mr. Blandford what Ins 
intention there is. Suppose a child is dependent on the participant tor 
one-half of his support, and that child brows up, does he continue to 

draw this reduced annuity ? [ . , 

Mr. Blandford. He would under this language, because once it vests, 

it continues. 

Mr. Bennett. That is better than it wjas. 

Mr. Bivers. A child is the issue of a mjan. 

Mr. Huddleston. No ; not this thing i 


LltliJLl. 

that Buss is talking about. 


Mr. Bennett. There is no other retirement system that allows that. 
This would be the only one except for the Foreign Service. 

Mr Blandford. The only point I ant making is that the odds are— 
I am thinking of Mr. Bates’ point— the kids are that a participant who 
elects to cover a person who is dependent upon him for one-halt ot his 
support will invariably be a relati ve. 

Mr. IIardy. More than likely. 

Mr. Blandford. Or a close relative, 
good point. There are a lot of cases 

nephews and nieces, sent them through — , -- , ,. , - - 

provided clothing for them and everything, who are not eligible as 
beneficiaries under our definition of “beneficiary,’ and wo dont want 
to close the door to this unmarried participant, because the chances are 
there will bo somebody among his relatives who will be dependent upon 
lii in. 

This precludes naming someone in Baris that he has 
or 6 years. 


I think Mr. Bates’ point is a 
j>f uncles who have supported 
school, and all sorts of things, 


known for 5 
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Mr. Bennett. Mr. Huddleston’s point lias not been touched on. He 
is making the point that the other kind of dependent, like a child only 
gets it for a certain period while this one is going to get it until they are 
150. 

Mr. Blandeord. With quite a considerable reduction in the amount 
payable. 

Mr. Bennett. I am willing to settle on that. 

Mr. Rivers. What you are overlooking, though, let’s say — and Gen- 
eral Carter is going to have to be the man who has to make the deter- 
mination. All General Carter has got to say to my satisfaction, he 
has proved that so and so was sufficiently dependent on him, and I 
have concluded that he is, and that is it. 

It all goes back to the Director. 

Mr. Hardy. But if you don’t put something in here to tie it to 
dependency he wouldn’t have a leg to stand on. 

Mr. Rivers. What I am trying to say is yours would in some meas- 
ure give you something to work on. 

General Carter. I would like to have Mr. Echols refer to the civil 
service system. 

Mr. Echoes. As Mr. Woodyear indicated, the civil service retire- 
ment system has a somewhat similar provision for a nondependent, a 
nonrelative, to receive the survivor benefit. I quote here from — read 
from the Civil Service pamphlet describing their particular provision. 
The question is, what is meant by an insurable interest? 

And its states : 

If the person named can reasonably expect to receive some kind of financial 
benefit from the continuance of the life of the retiring employee, an insurable 
interest exists. Generally speaking, any near relative would have an insurable 
interest in the retiring employee. If a person other than a near relative is 
named, proof of an Insuraible Interest may be required. 

So this is the basis upon which the Civil Service 

Mr. Hardy. That is a regulation that might be subject to a court 
contest, where you have got just the words “insurable interest.” Unless 
it is defined in the act, itself, I should think a good lawyer might have 
a field day with that. 

Mr. Echoes. I am sure a suit could develop. 

Mr. Huddleston. What is the Civil Service Act, what does their 
provision say ? 

Mr. Rivers. Insurable interest. 

Mr. Huddleston. I want to get the wording of it. 

Mr. Blandeord. I tried to find that and couldn’t find it. 

Mr. Rivers. Didn’t you just get through saying “insurable in- 
terest” ? 

Mr. Bennett. Under civil service does it allow those people who 
have insurable interest — can they get it until they are 100, even though 
they a re not dependents ? 

Mr. Rivers. Once it is established, it is established. 

Mr. Echoes. It is indefinite. 

Mr. Bennett. How about a child, an actual son? In other words, 
you are doing more for people that just have an insurable interest, 
whose interest is not as close, than you are for actual children. 

General Carter. You are making them pay a lot more for it. 

Mr. Blandeord. They are taking a reduction in income to do this. 
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This is where you get into your deathbed election, and this, is where the 
physical examination comes in. Apparently what this section means 
is that if a man, if a participant is ih pretty bad shape physically, 
the Director could refuse to accept, or refuse to designate this person 
as the beneficiary. I assume that is What it means. And therefore 
this is an actuarial section, where the Director must conclude that 
there will be a sufficient contribution jon the part of the participant 
to at least justify the election. 

Would that be a reasonable interpretation of this section ? 

Mr. Echols. Yes. j 

Mr. Hardy. I don’t know how you can interpret it that way. 

Mr. Blandford. That is the only way I can see it. I don’t see 
what the language would mean that the participant must pass a 
physical examination, you see. It is only aimed at preventing a death- 
bed election, that is the first thing. 

General Carter. That is the purpose, 

Mr. Bates. That is all I can see in it. 

Mr. Echols. Yes. . 

Mr. Blandford. This, therefore, must, be based on the premise that 
from an actuarial viewpoint the odds are that the money withheld from 
his retirement over a period of years will be sufficient to pay for the 
amount of the annuity that will be paid to the beneficiary who is 
named. This is the only thing. And at that point I assume, although 
the bill doesn’t say this, that in determining his physical condition 
the age of the beneficiary must be takui into consideration. 

In other words, a man with a heart condition, who could be expected 
to live for 10 or 15 years, might, be allowed to designate somebody who, 
say, is 50 years old, whereas a man with a heart condition, where he 
would only have this money withheld for 10 years, might not be al- 
lowed to participate in the program -if he was going to name some 
2-year-old nephew who might live to be 95. 

Mr. Hardy. If this gives that much discretion to the Director, why, 
it is the craziest screwball thing anyhow. We ought, not to ever per- 
mit that kind of a determination. You put the Director then in the 
position of being the father of everybody who retires. 

Mr. Rivers. He is going to have to assume a, lot of responsibility. 

Mr. Hardy. I know, but he ought not to make that kind of decision. 

Mr. Blandford. I can only suggest what, the words “No such elec- 
tion of a reduced annuity payable to a beneficiary shall lie valid until 
the participant shall have satisfactorily passed a physical, examination 
as prescribed by the Director” mean ? 

Now, there has to be a reason for ;his; it must be based upon an 
actuarial equivalent. 

Mr. Hardy. Then you would have to say that anybody who retires 
for disability would be ineligible to exercise this provision. And I 
don’t think there is anything in here — r- 

Mr. Blandford. No ; it says it could jbe made ineligible, but it doesn’t 
mean he is ineligible. j 

Mr. Hardy. Then you give that discretion to the Director? We 
ought not to give that discretion to anybody. I don’t think the Secre- 
tary of State ought to have that discretion in the F oreign Service. 

Mr. Osmers. Mr. Chairman. 

Mr. Rivers. Mr. Osmers. 
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Mr. Osmers. I have listened to the dialog with great interest and 
occasional humor. However, aren’t we losing sight of the fact that the 
Director of this Agency has a very important national responsibility 
tor the safety and the security of the Nation, and aren’t we burdening 
him with a great many personnel matters which, in effect, will cause 
b im a °f borderline personnel cases, such language as 

sha.l l satisfactorily have passed a physical examination as prescribed 
by the Director.” 

We also have him prescribe the type of physical examination, and 
it would seem to me, Mr. Chairman, that rather than to keep chewing 
011 this particular point, that this section be rewritten so that the 
Director will understand and Congress will understand what an un- 
married person can expect who is employed under this law. 

t:hetdcals IVJ<:,ES ' 1 think lf we 8 ’ ofc out here and concoct all kinds of hypo- 

Mi. Bates, this has got to be rewritten. We don’t know what it 
means ourselves. 

• Mr - ?J VEKS - We wil1 bo here until doomsday. Why don’t we do 
just as Mr. Osmers has suggested ? Because the Director is only going 
to make— he is only going to set these things up once, he is going to 
delegate these things to somebody. That is the way it is coin <>• to be 
handled. h 


Mr, Osmers. Obviously. 

Mr. Rivers. I kind of ravor that insurable interest. 

Mr Hardy. If you define “insurable interest” in the act itself, I 
wouldn't object to it, otherwise I think you would have to tie it to 
dependents. 

Mr. Huddleston. I would like to have the civil service law with 
rel ation to this read so we can see it. Do you have it ? 

Mr. Echols. I have it hero, sir. 

Mr. Rivers. Wait a second. Mr. Osmers is on. 

Mr Osmers I certainly agree with Mr. Huddleston, that we should 
nave that read. Again, of course, the Director, quite properly, would 
delegate an authority as complicated and detailed as this. ' But on 
the other hand, an employee who did not agree with the decision of the 
delegated party would certainly, under the law, appeal, if you will, to 
tv® bhrector, because of this language. And this, again, engages the 
Director in personnel disputes and affects his ability to enjoy the con- 
fidence of other members of the Agency, if they should disagree with 
one of his personnel decisions. 

Mr Rivers. Of course you can’t delegate that to anybody else, you 
hate the directive. I don’t know how you can get around that. He 
has to assume full responsibility. 

Gro ahead and read what you have there. 

Mr. Echoes. Each of you have it in your books, sir, if you would 
1 1 ke to read it yoursel f , or I can read i t. 

Mr, Blandtoed. What page is that on ? 

Mr. Eciiols. Tab 5, page 18, upper right-hand corner. 

Mr. Rivers. Civil Service Retirement Act. 

Mr, Echoes. Upper left-hand corner. Paragraph II. 

, A-V anmal T ie ? employee or member retiring under section 6 or 8 and found 
by the Commission to be m good health may, at the time of retirement elect 
a reduced annuity in lieu of the annuity as hereinbefore provided, and designate 
m writing a person having an insurable interest in the employee or member to 
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receive an annuity after the retired individi 

0 the employee or member making such elect}' 
if an annuity as computed in section C and b} 
outed for each full 5 years, the person design^ 
employee or member, but such total reduction 

Mr. Huddleston. Now that is t ie proj 
employees except the ones covered, by 
Mr. Echols. Yes, sir. 

Mr. Huddleston. Why can’t we inco# 
Mr. Blandford. Why don’t we subsjt: 
language? 

Mr. Hardy. I think that is a good ansy 
Mr. Rivers. That would be a good ansv 
Mr. Osmers. With the word “Directb: 
Mr. Hardy. I would prefer also to hat} 
terest” incorporated in the statute and ip 
Mr. Blandford. I don’t think you co 
have in this case, Mr. Hardy, is a long 
civil service lias had this law, and for 
surable interest would create a new regulj 
Mr. Hardy. If that is sufficiently well 
Mr. Rivers. We certainly can’t afford |t 
than the regular civil service employees' 
Mr. Bennett. So let’s give them ex a 
Mr. Blandford. And leave the defini} 
the interpretations placed upon it by 
Mr. Rivers. That would be a good solu 
Mr. Blandford. All right, let’s rew 
Mr. Rivers. Mr. Osmers always helps 
General Carter. I might point, out ' 
ference in the reduced annuity or the p 
manner in which it is administered and 

1 think it is a fine thing. 

Mr. Rivers. Mr. Blandford, you chec 
Mr. Bates. The only thing that still 
provision. 

Mr. Blandford. Well, that is the 
that is all. This is the very thing that} 
the election being made on the deat 
annuity. 

Mr. Bates. I wonder if somebody 
Service and find out exactly. 

Mr. Rivers. Mr. Blandford, you 
fellow’s name over there. 

Mr. Bennett. I think it would 
Service. 

Mr. Rivers. Who is that retired offi<} 
Mr. Blandford. Commander Down? 
Mr. Rivers. Yes. 

Mr. Blandford. Actually, I think 
Civil Service. 

Mr. Rivers. Bet’s do that. Bet’s go 
We don’t want, to get to nitpicking. 


I’s death. The annuity payable 
on shall be reduced by 10 percent 
5 percent of an annuity so com- 
bated is younger than the retiring 
shall not exceed 40 percent. 


'{vision that applies to all CIA 
is retirement system? 


be 


porate that in there ? 
ltute that language for this 

yer to it. 
liver. 

ir” instead of “Commission.” 
e a definition of “i usurable in- 
depend on regulations for it. 
mid- — I mean I think what yon 
line of decisions now that the 
ns to attempt to define an fil- 
iation, 
established. 

:o give these people any less 
We positively can’t do that. 
,(jtly what they have got. 
ition of an insurable interest to 
(lie Civil Service Commission. 
±ion. 

ijite that section then, 
us. 

Mr. Chairman, there is no dif- 
ajyablc annuities, it is purely the 
‘ (his is entirely acceptable to us. 

cit. 

bothers us is that good health 

actuarial equivalent concept, 
you discussed here, to prevent 
ibed to provide a continuing 


could talk this over with Civil 
get commander — what is that 
better to comply with Civil 
er from the Supply Corps ? 


this ought to be checked with 

o the next provision. 

We are doing too well. 
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Mr. O’Neill (reading) : 

Part D — Benefits Accruing to Certain Participants — — 

Mr. Rivers. What page are you on ? 

Mr. O’Neill. Page 9. [Reading:] 

retirement for disability or incapacity— physical examination— recovery 

Sec. 231. (a) Any participant who has five years of service credit toward re- 
tirement under the'system, excluding military or naval service that is credited 
in accordance with provisions of section 251 or 252 ( a ) ( 2 ) , and who becomes 
totally disabled or incapacitated for useful and efficient service by . reason of 
disease, illness, or injury not due to vicious habits, intemperance, or willful 
misconduct on his part, shall, upon his own application op upon: order of the 
Director, be retired on an annuity computed as prescribed in section 221. 

Mr. Rivers. This is the Way sand Means language. ; 

Mr. PiLANDFOia). “Incurred in the lino of duty” was the recommenda- 
tion of the Ways and Means Committee. 

Mr. O’Neill. On line 8 I left out the words “incurred in the line of 
duty.” I shall go back and read. 

Mr. Rivers. All right. 

Mr. O’Neill (reading) : 

Sec. 231. (a) Any participant who has five years of service credit toward re- 
tirement under the system, excluding military or naval service that is credited in 
accordance with provisions of section 251 or 252(a) (2) , and who becomes totally 
disabled or incapacitated for useful and efficient service by reason of disease, 
illness, or injnrv incurred in the line of duty not due to vicious habits, intemper- 
ance, or willful misconduct on his part, shall, upon his own application or upon 
order of the Director, be retired on an annuity computed as prescribed in section 
221 . If the disabled or incapacitated participant has less than twenty years of 
service credit toward his retirement under the system at the time he is retired, 
his annuity shall be computed on the assumption that he has had twenty years 
of service, but the additional service credit that may accrue to a participant: 
under this provision shall in no case exceed the difference between his age at the 
time of retirement and the mandatory retirement age applicable to his grade in 
the Agency. 

Mr. Blandford. That raises a question. 

Mr. Bates. Sure does. 

Mr. Blandford. Incurred in line of duty, it is all right for the 
Ways and Means to talk about the taxability of this, but when you. 
put incurred in line of duty in this provision you are saying that an 
individual with 19 years of service who is injured while on leave in 
an automobile accident will not be entitled to any retirement benefits 
for disability. Now, isn’t that what you do? 

General Carter. No, sir, that is in line of duty. From the military 
interpretation, it has always been line of duty, unless 

Mr. Blandford. It has" always been until we wrote the Career 
Compensation Act. But you are on dangerous ground. It has to 
be related to the activities of the individual in his job. Believe me, 
that is so. That happens to he suspended, because of an emergency. 
But it is in the law, and we very definitely made a change in the. law 
in 1949. So “incurred in line of duty” used to be the law, but it isn’t 
;.any more, although it has been suspended. 

General Carter. I see. 

90-066— 63— No. 26—7 
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Mr. Blandford. What I am saying ip that it seems to me that 
. incurred m line of duty” could be interpreted, for example, the way 
it can be interpreted under the Career Compensation Aci;, that an 
individual with less than 8 years of service who is injured on leave 
under the law is not injured as a proximate result of performance of 
active duty, you see. 

Why did the Ways and Means Commit ee get into this phase of it? 

Mr. O’Neill. The reason they got intb it, sir, they found, this is 
the words of staff in conversation — they* found that the absence of 
these words which are contained in the State provision would grant 
a disability allowance for individual s regardless of the cause of injury, 
as. you have just pointed out, and they did not feel that this extra 
tax boon should be available to this limited number of people. 

Mr. Blandford. That is a different proposition. They can state 
that the amount that you receive will not be taxable unless it is incurred 
lr t li ne of duty, but I think it is this committee’s decision to decide 
whether or not the injury will justify disability retirement, 

Mr. Osmers. Mr. Chairman, it seems tp me that the words imme- 
diately following, “not due to vicious habits, intemperance, or willful 
misconduct,” protects the Government from the type of — I don’t think 
th at it is our particular function here to determine the tax liability 
oi the payments. 

Mr. Blandford. That is a different proposition. 

Mr. Osmers. It is a different matter. 

Mr. Rivers. I think so too. 

Mr. Osmers. But you, I think, would narrow the benefits tre- 
mendously if you said “incurred in line of duty.” It would be like 
somebody driving home from someplace or standing on a sidewalk 
ar d somebody drives a car up. 

Mr. Bates. You have to determine what that means. 

Mr. Blandford. It doesn’t belong in this section. I don’t think 
they really intended it to be in this section. I think it ought to be out. 

General Carter. Fine. Let’s take it out, 

Mr. Rivers. Is that all right with you ? 

General Carter. Yes, sir; fine, sir. 

Mr. Rivers. All right. Get to the next one. 

Mr. O’Neill. Page 10, item (b) : 


In each case, the participant shall bo given a physical examination by one or 
more duly qualified physicians or surgeons designated by the Director to con- 
duct examinations, and disability shall be determined by the Director on the 
basis of the advice of such physicians or surgeons. Unless the disability is 
permanent, like examinations shall be made annually until the annuitant has 
reached the statutory mandatory retirement age for his grade in the Agency. 
If the Director determines, on the basis of the advice of one or more duly quali- 
fied physicians or surgeons conducting such examinations that an annuitant has 
recovered to the extent that he can return to dui;y, the annuitant may apply for 
reinstatement or reappointment in the Agency within one year from the date 
his recovery is determined. Upon application, he Director may reinstate any 
such recovered disability annuitant in the graije in which he was serving at 
time of retirement, or the Director may, taking i:ito consideration the age, quali- 
fications, and experience of such annuitant, and the present grade of his con- 
temporaries in the Agency, appoint him to a grade higher than the one in which 
he was serving prior to retirement. Payment of the annuity shall continue until 
a date six months after the date of the examine tion showing recovery or until 
the date of reinstatement or reappointment in the Agency, whichever is earlier. 
Pees for examinations under this provisiin, together with reasonable traveling 
and other expenses incurred in order to submit to examination, shall he paid out 
of the fund. If the annuitant fails to submit to examination as required under 
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this section, payment of the annuity shall be suspended until continuance of 
the disability is satisfactorily established. 

(c) If a recovered disability annuitant whose annuity is discontinued is for 
any reason not reinstated or reappointed in the Agency, he shall be considered 
to have been separated within the meaning of section 234 as of the date he was 
retired for disability and he shall, after the discontinuance of the disability 
annuity, be entitled to the benefits of that section or of section 241(a) except 
that he may elect voluntary retirement in accordance with the provisions of sec- 
tion 233 if he can qualify under its provisions. 

Mr. Bland ford. Wliat does that mean ? 

General 'Carter. 233 is the voluntary retirement, 50 years, and 20 
years of service, if he comes under the criteria established by the 
Director, 

Mr. Blandpord. Or severance pay less the amount of annuity? 

How does this work, just as an example? A man recovers from a 
disability, he has been drawing 

Mr. Rivers. Explain how he has the examinations. 

Mr. Blandford. Yes. 

Mr. Rivers. The guidelines the Director should follow. 

Row, you get to the point where you see how you restore him. 

Mr. Blandford. Yes. What I am getting at is if the man recovers 
from his disability and he hasn’t enough years of service to draw an 
immediate annuity, I presume he can either accept a deferred annuity 
or he can get the severance pay if he is a GS-13 or below, or he can 
get the immediate annuity if he is a GS-II or above, if he meets the 
qualifications dealing with GS-lt’s ? 

General Carter. If ho is involuntarily selected out. If he recovers 
from his disability we would anticipate he would return to active 
duty with the Agency. 

Mr. Blandford. Suppose he does not, he has taken a job with an 
insurance company, started a new career, he has recovered, what does 
he get? 

Mr. Echols. Deferred annuity. 

Mr. Blandford. Is that all ? 

Mr. Eciiols. Yes. 

Mr. Blandford. I thought this implied that he would get what 
was left of what hadn’t, been paid to him, or does he get what he has 
already contributed, refunded to him without regard to the annuity 
pay ments ? I j ust want to make sure what he gets. 

Mr. Rivers. That is what that is, isn’t it ? 

Mr. Eciiols. He would have the option of withdrawing any un- 
expended balance of his contributions if he left Government service. 

Mr. B landlord. In other words, he gets the annuities paid to him, 
and then he can either accept a deferred annuity or he can withdraw 
any balance left of what he has contributed to the fund, is that it? 

Mr. Eciiols. That is my understanding. 

Mr. Bates. Is he always entitled to a deferred annuity there? He 
may not be. 

Mr. Blandfoed. If he has over 5 years. 

Mr. Eciiols. Yes. 

Mr. Rivers. If he has the statutory minimum. 

Mr. Eciiols. Or 30 years, if earned. 

Mr. Bates. Under these circumstances when it is taken away from 
him, when the disability allowance is taken away from him, does 
he then have to go the distance, as far as time is concerned ? Five- 
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to get on the 5 and 20, or the regular pr 

TOW. 

Mr. Echols. He has recovered ; yes, sir,, 
Mr Bates. Now, unless he has enough! 


ovisions ? He has recovered, 

jurxi xw. M time for regular retirement, 

he doesn’t get it. The only thing he would get, he would either get 
paid back the balance of what he put m, but there is no deferred 
annuity unless he has the full amount of time for regular retirement. 

Mr. Blandford. You only need 5 years to earn a deferred annuity. 
That is the point. Under this system your annuity vests at age 
CO ; under civil service your annuity vests at age 62. 

Now, anybody — for example, if an elevator operator, a kid out here, 
works for the Government for 5 years ant. then leaves the Government 
service, he can leave his contribution in the civil service retirement 
fund and at age 62 he will get something in the neighborhood of $32 
a month for the rest of his life. T'hat is the way it operates. 

Mr. Rivers. But you have to attain that retirement age. 

Mr. Blandford. You have to have 5 years in the system. 

Mr. Rivers. And retain 

Mr. Blandford. And leave the money in the fund. 

Mr. Rivers. And you have to reach the retirement age. 

Mr. Blandford. Age 62 in civil service or 60 under this provision. 

Mr. Rivers. All right. That is the interpretation. 

Mr. Osmers. Sixty or fifty? . 

Mr. Blandford. It is 60 here for the deferred annuity. The only 
ether case — and this is the reason I brought it up- — is that suppos- 


, 

Mr. Blandford. GS-14 and above, wfho elects not to go back to 
work, having been retired for disability he elects not to go back to 
work would he then qualify for the immediate annuity because he is 
s GS-14? 

General Carter. No, he would net. 

Mr. Blandford. What I am getting — ~ . 

ire recovered, you are a GS-15, we love to have you back m the 

Agency.” I T , T . 

He says, “No thanks, I have another job, I am happy now, I have 
been out for 5 years, I am well established jin business.” 

Then, as I understand it, this section would not pei 
dealing with GS-14 would not permit thjit individual who could have 
drawn an immediate annuity because he ha J ~ 

this section would not permit him to draw : 
upon his 2 percent for each year of service!? 

Mr. Echols. No, sir. 

Mr. Blandford. Is that correct ? , 

Mr. Echoes. Only if he were age 50, and had 20 years. 

Mr. Blandford. No, w T ait a minute, lety get this clear. 

Mr. Woodyear. Only if he were eligible for voluntary retirement 
with 20 years of service. 

Mr. Blandford. You have to be 50 years of age and have 20 years 
of service in order to draw an immediate annuity. 

Mr. Woodyear. Yes. 

Mr. Blandford. He would not qualify under the latter provision 
in here which says if you are a GS-14 and above, you can draw an 


4 is the Director says “You 


UI DU0U1C03. 

ould not permit — the section 
it individual who could have 
ad 5 or more years of service, 
an immediate annuity based 
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immediate annuity based upon 2 percent for each year of service com- 
pleted. He does not qualify for that provision, is that correct i 

General Carter. That is only for involuntary separation. 

Mr Blandford. I want to make sure that this does not apply . 

General Carter. This would only apply to involuntary separation. 

Mr. IIardt. If he can arrange to be let out he would be m good shape, 

wouldn’t he? . , . . , . 

Mr. Rivers. You couldn’t — we aren’t going to put that kind oi dis- 
honesty in the 

Mr. Hardy. That is not necessarily dishonest at all. 

Mr. Woodyear. May I make a suggestion for a minor amendment to 
page 10, top of the page, line 15. We have run into trouble with the 
physical examination, since people are retired for disability on 
mental — for mental reasons. And if we had “medical examination 
there, which we are now seeking, it is much easier to live with than 
“physical.” 

Mr. Hardy. That might be a good idea. 

Mr. Rivers. Yes. 

Mr. Osmers. Yes. 

Mr. Rivers. You have had a lot of experiences that these people 


Mr. Blandford. Strike out the word “physical” and substitute 
“medical.” 

Mr. Woodyear. Substitute “medical.” 

Mr. Huddleston. Good idea. 

Mr. Rivers. I think that is a good idea. . 

Mr. Osmers. That should apply to Congressmen, too, Mr. Chairman. 

Mr. Rivers. Well, now, where are we? _ ... 

General Carter. We are still on paragraph C, sir, which is line 20 
on page 11. 

Mr. Hardy. I thought we got down to page 12. 

General Carter. And in the case of a recovered disability annuitant 
who is not reinstated in the Agency, he will be considered to have been 
separated within the meaning of article 234, which is the discontinued 
service retirement as of the date he was retired for disability. And 
after the discontinuance of a disability annuity lie will be entitled to 
the benefits of that section 234 or of section 241. He can elect volun- 
tary retirement if he is eligible under the terms of section 233. 

Mr. Rivers. Yes. 

Mr. Hardy. But if he comes back to duty, wouldn’t he be eligible to 
come back to duty ? 

General Carter. Yes, sir. 

Mr. Hardy. All right. If he comes back to duty, then he puts 
himself in the position of being eligible for selection out, if there 
should be some little thing he couldn’t perform, so he would be sort 
of silly, wouldn’t he, to drop out immediately and take a deferred 
annuity? 

Mr. Rivers. I would say that is a calculated risk. 

General Carter. It would be the individual’s choice, in the discre- 
tion of the Director. 

Mr. Rivers. That would be a calculated risk. 

Mr. Hardy. Yes, but he has recovered, he has more than 5 years, 
he is in grade 14 or above and he comes back on duty, not knowing 
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whether he is going to be selected out right quick or not, but if he 
gets back oil there and proves that he is not really needed, he could 
or might be able to do that. 

General Carter. If he is a GS -14 or above, he could be retired in- 
voluntarily and he would get 2 percent per year of his pay, which 
amounts to an annuity of about 10 percent, sir. 

Mr. Rivers. He would get 10 percent. 

General Carter. Ten percent under the 5-year insertion which we 
have put in here. 

Mr. TIardt. If it were to his advantage to take an immediate 
retirement we could be pretty doggoneq sure he would come back on 
duty and would find a way eventually to get selected out. 

General Carter. Well, this, again, is at the discretion of the Di- 
rector, and I am sure when we find people in the Agency who are 
creating means for getting selected out— — 

Mr. Hardy. That might be a little hard to do. 

General Carter. Not with the statuto ry authority of the Director, 
sir. He, fortunately, under the National Security Act of 1947, as 
amended, can terminate people in his disc retion. 

Mr. Hardy. You can keep him working and keep on paying him 
bis full salary in spite of the fact than he is not delivering? You 
: ire not going to do anything of the kin d. 

General Carter. We don’t do it chat w ly. 

Mr. Hardy. Of course you are not. 

Mr. Houston. We do not do that, sir. 

Mr. Rivers. You may decide not to rehire him. 

Mr. Hardy. Anyway, let’s get down to the other section. 

Mr. Rivers. Let’s go. We have a tendency to be — where are we 
now ? 

Mr. Bates. We finished that par a, graph hero, I guess. 

Mr. Rivers. We had (d) on page 12. 

Mr. Hardy. Right. 

Mr. Bates. If he doesn’t come back he loses the time for credit for 
retirement purposes as of the date he d d retire for the disability. 

General Carter. If he does not come back. 

Mr. Bates. If he does come back,, how a bout time then ? 

Mr. Blandford. It doesn’t count. 

General Carter. Start picking it up. 

Mr. Blandford. The time on the retired list does not count as 
active duty for purposes of retirement at some future date; am I 
correct? 

Mr. O’Neill. Yes, sir. 

General Carter. Yes, sir. 

Mr. Rivers. I wouldn’t think it would. 

Mr. Blandford. It can be interpreted that way for military retire- 
ment, that is the reason I think Mr. Bates asked the question. 

Mr. Bates. Yes. 

Mr. Hardy. But he would be eligible for promotion to a higher 
grade. 

Mr. Blandford. Yes, that time counts. 

Mr. Rivers. He might be a very valuable man. That is the reason 
for that. 

Mr. Huddleston. May I ask just one question at that point, Mr. 
Chairman? 
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General, I notice that this recovered disability employee can be 
hired back or reinstated at the same level or at a higher level, but 
there is no reference to reinstating him at a lower level. Why is 
that left out? 

General Carter. I don’t know why it was left out, except we would 
hot expect to bring back a disability retiree at a lower level. 

Mr. Huddleston. Well, it might be a man that, say, lost his leg, 
and as a, result of that loss of a limb he wouldn’t be able to perform 
his old job, but still he might have some qualities that are needed in 
the Agency and you might bring him back at a reduced level. 

Mr. Hardy. Ho would be eligible for more then, George. 

Mr. Huddleston. This would be precluded. 

Mr. Hardy. lie would have more authority and responsibility. 

General Carter. I think it would be an administrative determina- 
tion, sir. 

Mr. Bennett. I don’t believe you can settle all these things by 
statute. 

Mr. Rivers. I don’t think so. You have got to trust somebody. 

Mr. Huddleston. But the fact that they mentioned reinstating 
him at a higher and the same levels, and don’t say anything about 
the lower level, would seem to preclude the possibility. 

Mr. Blandeord. I think it is basically for the protection of the 
individual. 

General Carter. Of the individual. 

Mr. Rivers. I think so. 

Mr. Blandeord. Yes; it is guidance for the Director that assures 
the man that he will not come back at a lesser rate t han when he 
retired. 

Mr. Rivers. Isn’t that right, Mr. Woodyear ? 

Mr. Woodyear. In 1958 we had no provision for bringing them back 
on a mandatory basis, you could declare a man to be recovered, deny 
him his annuity, not offer him a job. So in the interest of protecting 
him we employed mandatory reinstatement and assumed that he would 
not offer him less than he had been paid at the time of retirement for 
disability. 

Mr. Hardy. You don’t have to find him physically able to come back, 
though ? 

Mr. Woodyear. It is presupposed if he is reemployable and recov- 
ered from his total disability, which means total disability insofar as 
Foreign Service around the world is concerned, that he is able to come 
back. 

Mr. Rivers. Now section (d), on page 12. 

Mr. O’Neill (reading) : 

;(d) No participant shall be entitled to receive an annuity under this Act and 
compensation for injury or disability to himself under the Federal Employees’ 
Compensation Act of September 7, 1916, as amended, covering the same period 
of time. This provision shall not bar the right of any claimant to the greater 
benefits conferred by either Act for any part of the same period of time. Neither 
this provision nor any provision of the said Act of September 7, 1910, as amended, 
shall be so construed as to deny the right of any person to receive an annuity un- 
der this Act by reason of his own services and to receive concurrently any pay- 
ment under such Act of September 7, 1961, as amended, by reason of the death of 
any other person. 

Mr. Blandeord. That is a husband and wife combination, where the 
husband died, wife drawing FEC compensation, and she also may be 
retired for disability. 
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Mr. O’Neill. It could be, sir. [Reading:] 

i e) Notwithstanding any provision of law to the contrary, the right of any 
person entitled to an annuity under this Act shsill not be affected because such 
pei son has received an award of compensation in a lump sum under section 
14 of the Federal Employees’ Compensation Act ol September 7, 1916, as; amended, 
except that where such annuity is payable on account of the same disability for 
which compensation under such section has been paid, so much of such compen- 
sation as has been paid for any period extended beyond the date such annuity 
becomes effective, as determined by the Secretary of Labor, shall be refunded to 
the Department of Labor, to be paid into the Federal employees’ compensation 
fund. Before such person shall receive such annuity he shall (1) refund to the 
Department of Labor the amount representing sudh computed payments for such 
extended period, or (2) authorize the deduction of such amount from the annuity 
payable to him under this Act, which amount shall be transmitted to such de- 
partment for reimbursement to such fund. Deductions from such annuity may 
be made from accrued and accruing payments, or may be prorated against and 
paid from accruing payments in such manner ap the Secretary of Labor shall 
del ermine, whenever he finds that the financial circumstances of the annuitant 
arc such as to warrant such deferred refunding. 


rhis total section makes provision for retirement of employees who 
become disabled or incapacitated for duty! It establishes procedures 
for physical examinations and subsequent return to duty when an 
annuitant has recovered to the extent thatjhe can return to duty. 

The section further bars payment of & disability annuity if the 
employee is given an award of compensation for the same disability 
ur der the Federal Employee’s Compensation Act. 

"‘Death in service,” section 232. 

Mr. Rivers. I think this would be a good place to 

Mr. Blandford. You left out (f). f 
Mr. O’Neill. Goi ng back now to line 14-4 — 

Mr. Blandford. This is the Ways and Means Committee language. 
How is the Ways and Means Committed going to handle this; have 


they told you ? i 

Mr. O’Neill. It is not determined at. the moment. They are going 
to go to full committee hearing, but the date or time lias not been set. 
I believe it is subject to some discussion possibly with Chairman 
R vers, but they were unable to set a time for us last night. 

Mr. Blandford. This is to make the disability annuity not subject 


to taxes. 

Mr. Rivers. Yes, 


Mr. O’Neill. So I would like to insert oij page 14, line 20 

Mr. Blandford, You and I are using different copies. 

Mr. O’Neill. Yes; a different reference here. This would be the 
ne w top of page 14. It is here and I have pot read it yet. [Reading :] 

(f) Paragraph (4) of section 104(a) of the internal Revenue Cede of 1954 
(26 U.S.C. 104(a) (4)) (relating to the exclusion from gross income of compen- 
sation for injuries and sickness) is hereby amended to read as follows : 

“(4) amounts received as a pension, annuity, or similar allowance for 
personal injuries or sickness resulting from active service in the armed 
forces of any country or in the Coast and j Geodetic Survey or the Public 
Health Service, or as a disability annuity payable under the provisions of 
section 831 of the Foreign Service Act of 1946, as amended (22 Ti.S.C. 1081; 
60 Stat. 1021), or as a disability annuity payable under section 231 of the 
Central Intelligence Agency Retirement Act of 1963.” 


General Carter. Mr. Chairman — pardo: 
Mr. Osmers. Go ahead. 


me. 
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General Carter. Tliere are only about three additions to the bill 
which were made yesterday, last night, as a result of discussions here 
in the committee. 

One is on page 17, an important one; one is on page 18, also an 
important one, addressing itself to the 5-year provisions which have 
been discussed by the subcommittee. 

All of the other provisions of the bill are as originally submitted, 
and in conformance with prior legislation. 

Mr. Osmers. Basically, Mr. Chairman, what is the problem ? Now, 
the subcommittee has gone over this. 

Mr. Rivers, The 5 years is the main one. 

Mr. Hardy. That is the one I have questions on. 

Mr. Huddleston. Why don’t wo turn to that now ? 

Mr. Rivers. Let’s see if we can resolve it. 

Mr. Blandeord. Section 233, on page 17, 1 think, is one of the im- 
portant provisions added here to satisfy the subcommittee. That 
reads : 

Sec. 233. Any participant in the system who is at least fifty years of age and 
has rendered twenty years of service, including service within the meaning of 
section 253, may, on his own application and with the consent of the Director, 
he retired from the Agency and receive benefits in accordance with the provisions 
of section 221 — 

then we added this language, and that is what Mr. Osmers suggested 
yesterday : 

provided he has not less than 5 years’ service with the Agency. 

This is to preclude a man from the Department of Agriculture 
moving in and serving for a year. If this is acceptable to the sub- 
committee, this is what we spent 1 whole day on. 

Mr. Rivers. We spent more than 1 whole day. 

Mr. Hardy. Yes. 

Mr. Rivers. Mr. Hardy, you were worried about that. 

Mr. Hardy. Yes, it is all right. 

Mr. Osmers. Fine change. 

Mr. Rivers. Well, without objection we will accept that. 

Mr. Blandeord. Section 234, if yon will turn to page 18, subsection 
(c) reads: 

The Director may, in his discretion, retire participants in grade DS-14 and 
above to promote the efficiency of the Agency. 

This was the attrition-out for the GS-14’s and above. 

It so retired, they shall receive retirement benefits in accordance with the 
provisions of section 221, provided they have, in each case, not less than 5 years’ 
service with the Agency. 

Mr. Rivers, Mr. Hardy is worried about swapping from one to the 
other. Mr. Hardy, let’s hear from you. 

Mr. Hardy. That is an improvement, but I am not sure that it meets 
the total objections that I had. 

Mr. Blandeord. This does not solve one of Mr. Hardy’s problems, 
unfortunately , this language. Because this language still would permit 
a man to serve for 1 year in foreign intelligence activities provided he 
had been 5 years with the Agency. 
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Iking about yesterday is that 


I think what the subcommittee was ta 
we wanted an individual who was going to get the benefit of this im- 

in the type of operation that 
■am. In other words, the 5 
3 5 years in the Agency in the 
what you had in mind, Mr. 


mediate annuity to have participated 
qualified him for this retirement prog: 
years in the Agency doesn’t satisfy. It i 
covered type of retirement. Isn’t that 
Hardy ? 

Mr. Bates. Right. 

Mr. Hakdy. Yes, that is part of it. 

This permits an immediate annuity, regardless of age, and that is 
what this does, doesn’t it? 

Mr. Blandford. Yes, sir. 

General Carter. Sony, didn’t hear thgt. 

Mr. Hardy. Permit an immediate ann uity regardless of age, where 
there may have been a total of only 5 years of Federal service, that is 
what could happen in this thing, and 1 just don’t think — of course, as 
you point out, if ho only has 5 years, it will only be 10 percent. It 
might run as high as 15 years of Federal service, and he might retire 
at age— he could at age 35 with 15 years Federal service, an d he would 
be getting a pretty good annuity, Tin t is, to me — I think it ought 
to have some age factor in there. I don’t think he ought to get, an 
immediate annuity unless he has attainel some age. You might tie it 
to, if he has 15 years of service in this situation, why, I wouldn’t fuss 
about retirement at age 50. But to take one of these people, and put 
him in this kind of a job, keeping him in there for only 5 years, retire 
him on immediate annuity at a very young age, I just don’t think it 
is right. 

Mr. Rivers. This isn’t what the general told us on the first day or 
so of the hearing. He said that :n all cases where you would have a 
specialized man whom you sought from public life, he would be much 
older than this. I , 

Mr. Hardy. But not necessarily. If he does, then it wouldn t hurt 
anything to put an age limit in there. 

Mr. Rivers. I wouldn’t think so, either. . . 

General Carter. There is no objection to putting an age limit, m 
there. It would not inhibit our activities. I can’t conceive of anyone 
being under, let’s say, 40 years of age and coming within the criteria 
established here. 

Mr. Rivers. I wouldn’t either. 

Mr. Hardy. Right. „ . 

~ ' ’ " r leased, from the Agency, 37 


not a single one of them was 


General Carter. Just last year I i 
people who were in grades 14 ai d 15 ; 
under 40 years of age. 

Mr. Hardy. If that is the case, then 4f) years wouldn’t hurt you any. 
As a matter of fact, I would think that 40 years is too lew an age to 
permit immediate retirement for any service ranging from 5 up to 19 

y °Mr. Osmers. Mr. Chairman, would adding the requirement, “having 
attained the age 40,” to the language, wquld that satisfy ? 

Mr. Rivers. Not less than 40. ; 

Mr. Osmers. Not less than 40. Wouljd that satisfy you? 

Mr. Hardy. That would help, but I 
young side. Because here is a fellow, 
if he has 20 years he can go out at age 


still say that is a little on the 
suppose he had a total of 19,. 
50 anyhow, but he could get a 
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total of 20 years military and Government service and come out at 
age 40. 

Mr. Rivers. He can do that now as an enlisted man. 

Mr. Hardy. As an enlisted man. 

Mr. Blandeord. Why can’t we solve this out by striking out 5 years 
and putting in 10 years, which will come close to the general’s esti- 
mate as to about the earliest age this would apply to ? 

In other words, these people, in order to get to be GS-14’s, would 
have to have almost a minimum of 10 years of service, wouldn’t they? 

General Carter. Minimum of 10 or 15 years of service at the earli- 
est ; yes, sir. 

Mr. Blandeord. Why not strike out 5 and put in 10 years, and 
leave it 10 years’ service in the Agency; at least that give you 

Mr. Hardy. That would help it. 

. General Carter. There are two problems that arise here, sir. This 
- 1 ® ai L I . rLV0 ^ un ^ ar y retirement ; it is a selection-out at the discretion of 
the Director. It requires at least 5 years of service and it requires 
service of the type which makes him eligible for this retirement in 
the first place. 

Mr. Hardy. I don't object to you selecting him out, I think you need 
to do that, but I do question the desirability or the propriety of having 
an annuity begin immediately at such a young age. You could give 
him a deferred annuity which he could pick up at age 40 or 50, regard- 
less of his age, which I wouldn’t object to, but to permit him to come 
out and take an immediate annuity regardless of his age, I just don’t 
think it is good business. 

Even if F oreign Service does have it, I don’t think they ought to 
have it. 

Mr. Osjviers. I want to go back again to w T hat I mentioned before 
about carrying out the mission of the Agency. 

.Now, you may recall I said a few minutes ago I didn’t want the 
Director burdened down with a lot of personnel decisions. And here 
again I think it is fair to ask General Carter whether changes in this 
language along the lines that, have been suggested here, whether that 
will be a hindrance to a Director of CIA from time to time in carrying 
out his missions. " 

. General Carter. No, sir. The utilization of the term “Director” 
m the legislation I do not think would be • 

Mr. Osmers. I don’t mean the term “Director.” But I mean if 
we limit — as the committee seems to want to do- — if we limit your 
authority to discharge people from the Agency or make it very unde- 
sirable from the standpoint of the employee discharged, do we prevent 
the Agency from performing its maximum duty? 

General Carter. Well, it is an additional inhibition, sir. I don’t 
think it is a truly serious one. We have regulations in the Agency 
now that we would not normally take personnel on for a period of 
time as low as 5 years, if we could anticipate this, as a staff employee. 
V\ e would lure them as a reserve officer or a contract employee. 

So the 5 years is not a difficult limitation to live with. If it were 
extended, however, to 10 years, I do feel that it would inhibit the Di- 
rectors authority to bring someone in, find out after 7 years, perhaps, 
that his skill was no longer required, that he was there in the Agency, 
we couldn t use him, it was time to involuntarily select him out; we 
would do this then and he would receive an annuity after 7 years, of 
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1 4 percent of his high 5 salary. It is enough to get him reoriented ; 
it is certainly not enough to give him aijy livelihood. 

Mr. Hardy. Yes, but he might have had military service,, lie might 
have had some other Government service, Let me take one other tack 
and see if that is what it is. Now., on Me 3, “if so retired, they shall, 
upon attaining age 50, receive retirement benefits m accordance with 

1 he provisions,” and so forth. , , ,, 

That is right. As I understand it, ydu wouldn’t have hardlyany 
that you would select out before they \We age 50, anyway. Hid 1 
understand you correctly ? __ TT . „ 

Mr. Osmers. Would you make that agje 40, Mr. Hardy 4 

Mr. Hardy. No. . j . „ 

Mr. Osmers. In view of the realistic experience which the Director 

has. _ . J , , -ii i i 


* Mr. Hardy. He tells us that he wou^d hardly have anybody that 
would attain grade 14 under age 50. Isn't that what you said . ■ 

General Carter. Under age 40, sir. Very few would be Orb-14 s or 

higher under age 40. . „ T1 , T ka 

Mr. Hardy. I would compromise to age 45, if I had to. I think oO 

s young enough. 

General Carter. ForGS-14. 

Mr. Hardy. To be retired, to be retired, 

General Carter. Well, this would mean, then, sir, that i± we had a 
GS-14 who was no longer of any use to usf— n . ,, , 

Mr. Hardy. You could retire him, but his annuity would be deterred 

until he attained that age. 

Mr. Rivers. It would be deferred until he gets to this age he is talk- 


ing about. . . „ . 

General Carter. Now, we are introducing a new facet of it. 

Mr. Hardy. It die! that deliberately. 

Mr. Rivers. He has. 

Mr. Hardy. That is why I did that, j _ 

Mr. Rivers. It might be good to put 45 in there. 

Mr. Hardy. You can retire him at any time, but his annuity doesn t 
begin until he attains age 45. . . 

General Carter. Then we should have something to carry him along 
for the 3 or 4 years it is going to perhajps take him to get reoriented. 
This is a very small amount of money th at we are talking about, which 
will, I hope, help him to get readjusted- _ He has put m l years, let s 
say, of the most critical type of work w rich he has to have m order to 
be justified for this program. , , , , ,,. 

Mr . Hardy. I asked yesterday for a breakdown on these people that 

you selected out last year. 

General Carter. I have that right herp, sir. 

Mr Hardy. And I think that might shed a little light on it. 

General Carter. We identified as potentially surplus over the past 
2 years 191 people within the Agency! After review by mo we re- 
tained 12 in their same career service.) We were able to reassign to 
other tasks in the Agency 44, which left 125 which wore; to be sepa- 
rated from the Agency. Of these we were able to get 26 reemployed 
in other Government agencies, 20 in private industry and teaching, 
and the remaining 64 left the Agency, they did not need our employ- 
ment help, and I do not have the statistics on how they have been 
reemployed. 
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Mr. Hardy. I was interested in the ages of the people. 

General Carter. All right, sir. There were 37 in grades GS-14 and 
15 ; 9 of these were 60 years of age or over ; 19 were between 50 and 
59 ; 9 wore between 40 and 49 ; there was none under age 40. This 
is grades 14 and 15. 

Of the 88 in grades 13 and below, 10 were 60 or over; 19 were be- 
tween 50 and 59 ; 39 were between 40 and 49 ; 20 were between 30 and 
40. 

Mr. Hardy. We are only concerned in this point with those grades. 
14 and 15. 

General Carter. Yes, sir. 

Mr. Hardy. Now, you had 64 that left the Agency. 

General Carter. Under this selection-out procedure, which it was, 
there were a total of 125 separated from the Agency as surplus. 

Mr. Hardy. 125? 

General Carter. Yes, sir. 

Mr. Rivers. But under GS-14 — — 

General Carter, Of those 125, 37 were GS-14’s and 15’s. 

Mr. Blandford. Did any of your GS-14 5 s have less than 10 years 5, 
service with the Agency ? 

General Carter. Three had less than 10 years of service. 

Mr. Hardy. There would be only nine of those that were separated 
that would be affected by putting a 50-year limitation on here. Now, 
you didn’t have a breakdown at age 45. 

Mr. Rivers. 37 between 40 and 49. 

Mr. Hardy. No. You had nine. 

General Carter. W e had nine between 40 and 49. 

Mr. Rivers. That is right. 

Mr. Hardy. Now, you don’t have their ages there, do you, and 
their length of service ? 

Mr. Bdandford. I think the GS-14’s, I still think you are on safe 
ground if you use 10 years of service rather than put m an age under 
50, because if you put in under age 50 in this bill it is going to stand 
out. 

Mr. Hardy. You have got no age. 

Mr. Blandford. I know that. But if you put 40 everybody is goino- 
to assume that 40 is the age. * " ' ^ 

Mr. Rivers. Yes. 

Mr. Brandford. That is the trouble with 40. 

Mr. Rivers. This GS-14 has passed 40. 

Mr. Osmers. Mr. Chairman, for purposes of clarification, where 
we refer here to not less than 5 years of service in the Agency, on 
line 5, are we referring to 5 years of qualifying service? 

Mr. Blandfokd. No, that is the trouble. This language, and I 
think it has to be modified, you could either have 10 years of service 
with the Agency or a minimum of 5 years of qualifying service. I 
suggested 5 years of qualifying service because I can certainly visu- 
alize many situations arising, not many but some situations arisin® 
in which a person is being used for a specific purpose as a GS-14 or 
above, and his usefulness may come to an end. I can see that hap- 
pening in this business. 

I think we have got to remember that we are trying to write a bill 
here for a very particular group of people. This is not ordinary 
employment. These are types of people who may have techniques 
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or skills where they burn out very quickly, or where their useful- 
ness for many reasons might come to an end for reasons we cannot 
even think of now. But I think in order to qualify a person for this 
immediate annuity, which isn’t a great, deal of money, we ought to at 
least require a minimum of 5 years of service in this type of 
operation. 

Mr. Hardy. He is not likely to be, a GSj-14. 

Mr. Blandford. Yes, he could be. 

Mr. Osmers. Isn’t it possible, Mr. Cha irman, to define -that service 
here ? 

Mr. Blandford. I think we could say a years of service. 

Mr. Houston. Five years of qualifying service. 

Mr. Blandford. Not less than 5 years of qualifying service, I 
would be perfectly content with tha t lang rage. 

Mr. Rivers. And a category the Director has defined as critical 
or whatever word you want to attach to ft. 

Mr. Osmers. Mr. Chairman, the one error that I think some of 
us are inclined to make is that we are comparing the men who would 
be prematurely retired under this law wi th clerk-typists, with GS-9’s, 
management assistants, and so on. A man becomes completely re- 
moved, often from American life, and has to start all over again. 
And I want to lean in the way of giving the Director the ability to 
let him go when he wants to let him gq when he has ceased his use- 
fulness, and also to give the man some immediate income, if we can. 

Mr. Blandford. I think if we use the words “not less than 5 years 
of qualifying service,” that we will solve it. 

Mr. Rivers. How does that sound? 

General Carter, That is fine, sir. 

Mr. Hardy. I am still not sure that you need this. I want to give 
them all reasonable assistance in getting qualified people, hut I still 
cannot see how you are going to have very many people that are going 
to be adversely affected if you had a deferred annuity here until they 
attained age 50. Now, actually, you only had 9 people that, were 
affected in this bunch that you separated out, out of a total of 189 
that were surplus. 

Mr. Blandford. Can I just be the devil’s advocate, here for a 
moment? 

Mr. Hardy. I am the devil’s advocate. 

Mr. Blandford. Let me give you an illustration, wlw t you would 
really then do, you would compel the CIA to keep this man employed 
until he was age 50 even though he was not useful to the Agency. 


Mr. Blandford. Let me give you an illustration, wln t you would 
really then do, you would compel the CIA to keep this man employed 
until he was age 50 even though he was not useful to the Agency. 
It would cost you $16,000 a year to keep this man on active duty as 
opposed to $1,800 for retirement. That is what you would be doing. 

Mr. Helms. May I give you an acthal case of an individual who is 
a GS-14 today, and he is aged 39. He has had 12 years of covered 
sendee with the Agency in various parts of the world. He has had 
3 9i'i/ 2 years of Federal service, which includes his wartime service, and 
so on. If we desired to retire this majn now, with 12 years of covered 
service, 39 years old,, and all the other factors, then he would have 
to wait this additional amount of time before he would qualify if 
we put an actual age factor in here, Alien in point of fact it seems to 
me he has met every criteria. 

Mr. Rivers. And he is hurried out. 

Mr. Hardy. Not necessarily. 
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If you put a total of 10 years in tlie age and 5 years of covered 
service., I will go along with it. I think we can live with that. 

Mr. Huddleston. I second that. 

Mr. Blandford. Then how about this, provided they have in each 
case not less than 5 years of qualifying service with the Agency and 
10 years of total service. 

Mr. Huddleston. Total sendee. 

Mr. Rivers. Total service. How does that sound? That would 
take 99 percent of the cases. 

General Carter. It will take care of the cases that we separated 
last year, sir. It seems to me that 

Mr. Blandeoed. But this isn’t retroactive, General. 

General Carter. No. 

Mr. Blandeord. Granted there may be one or two cases where you 
are going to have to keep them on the payroll another year in order 
for them to qualify, that is what you are being forced to do. 

Mr. Rivers. We have explored that area. 

General Carter. If you keep another man on the payroll at grade 
GS-14 or GS-15 for a year, this is approximately 10 years of a de- 
ferred annuity, of an annuity, rather, at the going rate of 5 years’ 
service. 

Mr. Rivers. You have to have some cut off. 

General Carter. And then you are giving him an annuity. 

Mr. Blandford. That is right, an annuity based upon service which 
he has rendered. 

General Carter. And carry him on. 

Mr. Rivers. When you put these cutoff periods, these qualifications, 
you always run into something like that. 

General Carter. Yes, sir; and you are taking away from the Di- 
rector, I think, the discretion which is written into the act to require 
him- 

Mr. IIardv. I a.m willing to give the Director a whole lot of dis- 
cretion, but I am not willing to give all the discretion being exercised 
in the executive branch today. I am not talking about your Agency. 
I think the executive branch is going crazy. We have a lot of dis- 
cretion being exercised over there by people not as competent as you 
are in your job. I think the Congress has to retain some jurisdiction. 

Mr. Blandeord. Is it the pleasure of the committee to approve 
this ? 

'Mr. Rivers. Have we agreed on that provision ? 

Mr. Blandeord. Let me read it. 

Provided they have in each case not less than 5 years of qualifying service 
with the Agency and 10 years of total service. 

Mr. Huddleston. That needs to be 10 years of total service with 
the Agency. It needs to be spelled out. 

Mr. Blandford. I think we will have to rephrase this a little bit. 
What we are talking about is 5 years of qualifying service, and 10 
years of service with the Agency. That is what we are talking about. 

Mr. Osmers. Mr. Chairman, 1 would certainly not make an issue out 
of it on the. floor at all, I don’t believe, but I am opposed to putting in 
the 10 years of service with the Agency becauso we place a limitation on 
the Director. We are not talking about any money, we arc not talk- 
ing — if I may say so, I don’t feel we are talking about executive depart- 
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merit discretion at all. I think what we ajre doing is hobbling, we are 
hobbling an important official who has a very unusual responsibility by 

S pacing numbers that have no financial meaning at all to the 
overnment. j 

Mr. Blandfohd. We obviously cannot finish this. 

Mr. Rivers. I don't think we had better try to finish it now because 
v e haven’t got this thing ironed out. We will try to find out a time 
we can meet and let you know. j 

General Carter. Mr. Chairman, we are prepared to stay here at 
your wish; as you know we are most anxious to get this legislation on 
the floor of the House. .j . 

Mr. Rivers. Why don’t we recess, and we will try to figure out a 
time we can meet with you, and maybe we can meet earlier than we 
thought, General. 

In the meantime we can see what we havte. 

(Whereupon, at 12:20 p.m., the subcommittee adjourned.) 


House of Representatives, 

Committee oif Armed Services, 

j Subcommittee No. 1, 

Washington , D.C., Wednesday, September 11, 1963. 

The subcommittee met in executive session at 10:43 a.m., Hon. L. 
.Mendel Rivers, chairman of the subcomjmittee, presiding. 

Mr. Rivers. General Carter, we welcome you back after a brief 
respite. j 

I knew when we stopped that this holiday would catch us. 

General Carter. Yes, sir. j 

Mr. Rivers. The subcommittee certainly wants to dispose of this 
matter as quickly as we can. That is jvhat we are meeting for this 
morning. j 

Mr. Beandeord. Mr. Chairman., may I suggest that General Carter 

at this point, go through the bill from the very beginning and show 
the changes that have been made as the result of the subcommittee’s 
prior actions, and then when we get to jthe section where we stopped 
we can resume the explanation of what tjhe bill does. 

You will recall that we had several reservations about certain fea- 
tures of it ? 

Mr. Rivers. What was the date of our last meeting, Mr. Blandford? 

Mr. Beandfori). It was July 25. j 

Mr. Rivers. Why don’t we follow th at course here ? 

I believe it would be more orderly fop the record. 

General Carter. Yes, sir ; we would be very happy, Mr. Chairman 
and members of the. subcommittee, to Continue the discussion of this 
bill which of course we regard as most important. I have with me 
today Mr. John Warner, our legislative counsel. 

Mr. Rivers. Glad to have you back. We missed you before. 

General Carter. Mr. Emmett D. Echols, our Director of Personnel, 
Mr. Larry Houston, our General Counsel, and Mr. William Woodyear, 
who is a legislative assistant to the Director of Personnel at the De- 
partment of State, who has been with jus in our other hearings. 

Mr. Rivers. He is very helpful to us. j 
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STATEMENT OE GEN. MARSHALL S. CARTER, DEPUTY DIRECTOR 
OE CENTRAL INTELLIGENCE; ACCOMPANIED BY LAWRENCE R. 
HOUSTON, GENERAL COUNSEL; JOHN S. WARNER. LEGIS LA TIVE 
COUNSEL; EMMETT D. ECHOLS, DIRECTOR OF PERSONNEL; JOSEPH 

G. O’NEILL, JR., ASSISTANT LEGISLATIVE COUNSEL; MISS BERTHA 

H. BOND, EXECUTIVE ASSISTANT TO DIRECTOR OF PERSONNEL; 
PETER J. CONNELL, OFFICE OF LEGISLATIVE COUNSEL; AND 
WILLIAM WOOD YEAR, LEGISLATIVE ASSISTANT TO DIRECTOR 
OF PERSONNEL, DEPARTMENT OF STATE 


General Carter . Sir, in the books before you, at tab I under the 
marker revised bill” there is a clean draft of the bill that we were 
working on m August. Included in this clean draft are the various 
amendments on which the subcommittee had expressed its will. 

-vr suit® th? w iU of the subcommittee I would propose that 

Mr. Warner, our legislative counsel, run through the bill, pointing out 
the amendments and these amendments are italicized or are bracketed in 
black brackets. 

Thereafter we would propose to continue with a reading and review 
of the bill beginning at section 235 which is where we had discon- 
tinued m July. 

Mr. Rivers. All right, sir ; let’s go ahead. 

(The documents are as follows :) 

[H.R. 7210. 88th Cong., 1st sess.J 

A !S" W 

Rm,e °' 01 the Veiled mete, 

TITLE I— SHORT TITLE AND DEFINITIONS 
Taut A— Short Titus 

. ,f. EC- -UA. Titles l to III inclusive of this Act may be cited as the “Central In 
telUgence Agency Retirement Act of 19GS”. 

Part B — Definitions 

Seo. III. When used in this Act, the term— 

J means the Central Intelligence Agency ; and 

«•««— «■ <*» »*«» «* 

TITLE II THE CENTRAL INTELLIGENCE AGENCY RETIREMENT AND 

DISABILITY SYETEM 

Part A — Establishment of System 

RULES AND RE0ULATIONS 

S’? 0 ’-, i 201 - , (a ) P 1C Director may prescribe rules and regulations for the 
establishment and maintenance of a Central Intelligence Agency retirement 

as thesystem y ^ ^ ® W * 4 * etf numher «f employees, referred to hereafter 

(b) The Director shall administer the system in accordance with such 
ru es and regulations and with the principles established by this Act 

99i-066. — 631 — No. 26 8 
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[(c) In the interests of the security of the 
the United States and in order to further 
li)2(d) (3) of the National Security Act 
4')3(d)(3)), that the Director of Central Int 
protecting intelligence sources and methods f: 
notwithstanding the provisions of the Adminn 
1001 et. seq. ) or any other provisions of law, anjy 
authorized by the provisions of this title shal| 
c usive and not subject to review by any court. J 1 


: foreign intelligence activities of 
.mplement the proviso of section 
of 1947, as amended (50 U.S.C. 
ejligence shall bo responsible for 
r >m unauthorized disclosure, and 
istrative Procedure Act (5 U.S.C. 
' determinations by the Director 
be deemed to be final and con- 


frb 


ESTABLISHMENT AND MAINTENANCE OF FUND 


Sec. 202. There is hereby created a fund tq 
1 gence Agency retirement and disability fund 
Director. The Central Intelligence Agency i 
referred to hereafter in this title as the fund. 

PARTICIPANTS 


,, be known as the Central Intel- 
Wbich shall be maintained by the 
etirement and disability fund is 


Seo. 203. The Director may designate from 
md employees, hereafter referred to as pa 
to the benefits of the system. Any participant 
of service with the Agency and whose career 
director to he qualifying for the system, may 
t uch system, for the duration of his employ me 


■Ime to time such Agency officers 
ifl.ieipants, who shall be entitled 
who has completed fifteen years 
at that time is adjudged by the 
elect to remain a participant of 
fyt by the Agency. 


ANNUITANTS 


Sec 204. (a) Annuitants shall be parlioip 
'rom the fund and all persons, including survi 
dependent widowers, children, and beneficiaric 
who shall become entitled to receive annuities 
of this Act. 

( b ) When used in this title the term — 

(1) “Widow” means the surviving wife of 
;o such participant for at least two years im 

who is the mother of issue by such marriage. 

(2) “Dependent widower” means the survivi 
was married to such participant for at least * 
her death or who is the father of issue by su< 
of self-support by reason of mental cr phys 
more than one-half of his support from such pa 

(3) “Child” means an unmarried child, uru 
such unmarried child regardless of age wh<j> 
disability incurred before age eighteen, is ineai 
to the offspring of the participant and his or 
an adopted child, and (ii) a stepchild or recc 
more than one-half of his support from the part 


iants who are receiving annuities 
Xing wives and husbands, widows, 
jes of participants or annuitants 
fin accordance with the provisions 


Part B— Compulsory contributions 


Sec. 211. (a) Six and one-half per centum 
each participant shall be contributed u> the 
cash benefits, refunds, and allowances. An 
from the respective appropriation or fund 
salary. The amounts deducted and withheld 
the amounts so contributed from the ipprop 
by the Agency to the credit of the fund. 

(b) Each participant shall be deemed to co 
from basic salary, and payment less such ded' 
discharge and acquittance of all claims and < 
services during the period covered by such 
benefits to which he shall be entitled under 
rule, or regulation affecting the individual’s sa 


a participant who was married 
jmediately preceding his death or 

ing husband of a participant who 
two years immediately preceding 
Jh marriage, and who is incapable 
steal disability, and who received 
li ticipant. 

ilder the age of eighteen years, or 
.0, because of physical or mental 
•apable of self-support. In addition 
r'lier spouse, the term Includes (i) 
lojgnized natural child who received 
[cipant. 


_ of the basic salary received by 
/und for the payment of annuities, 
:ial sum shall also he contributed 
•Xhich is used for payment of his 
d from basic salary together with 
uriation or fund, shall be deposited 


itsent and agree to such deductions 
Actions shall he a full and complete 
demands whatsoever for all regular 
jpayment, except the right to the 
this Act, notwithstanding any law, 
jary. 
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Tart C — Computation of Annuities 

Seo. 221. (a) The annuity of a participant shall be equal to 2 per centum 
■of his average basic salary for the highest five consecutive years of service, for 
which full contributions have been made to the fund, multiplied by the n um ber 
of years, not exceeding thirty-five, of service credit obtained in accordance with 
the provisions of sections 251 and 252. In determining the aggregate period of 
service upon which the annuity is to be based, the fractional part of a month, 
if any, shall not be counted. 

(b) At the time of retirement, any married participant may elect to receive 
a reduced annuity and to provide for an annuity payable to his wife or her 
husband, commencing on the date following such participant’s death and termi- 
nating upon the death of such surviving wife or husband. The annuity payable 
to the surviving wife or husband after such participant’s death shall be 50 
per centum of the amount of the participant’s annuity computed as prescribed 
in paragraph (a) of this section, up to the full amount of such annuity specified 
by him as the base for the survivor benefits. The annuity of the participant 
making such election shall be reduced by 2% per centum of any amount up to 
$2,400 he specified as the base for the survivor benefit plus 10 per centum of 
any amount over $2,400 so specified. 

(c) (1) If an annuitant dies and is survived by a wife or husband and by a 
child or children, in addition to the annuity payable to the surviving wife or 
husband, there shall be paid to or on behalf of each child an annuity equal to 
the smallest of: (i) 40 per centum of the annuitant’s average basic salary as 
determined under paragraph (a) of this section, divided by the number of 

•children; (ii) $600; or (iii) $1,800 divided by the number of children. 

(2) If an annuitant dies and is not survived by a wife or husband but by 
a child or children, each surviving child shall be paid an annuity equal to the 
smallest of: (i) 50 per centum of the annuitant’s average basic salary, as de- 
termined under paragraph (a) of this section, divided by the number of children • 
(ii) $720 ; or (iii) $2,160 divided by the number of children. 

(d) If a surviving wife or husband dies or the annuity of a child is termi- 
nated, the annuities of any remaining children shall be recomputed and paid 
as though such wife, husband, or child had not survived the participant. 

(e) The annuity payable to a child under paragraph (c) or (d) of this sec- 
tion shall begin on the first day of the next month after the participant dies 
and such annuity or any right thereto shall be terminated upon death, mar- 
riage, or attainment of the age of eighteen years, except that, if a child is 
incapable of self-support by reasons of mental or physical disability, the an- 
nuity shall be terminated only when such child dies, marries, or recovers from 
such disability. 

C(f) Any unmarried participant retiring under the provisions of this Act and 
found by the Director to be in good health may at the time of retirement elect 
a reduced annuity, in lieu of the annuity as hereinbefore provided, and desig- 
nate m P er ? on having an insurable interest (as that term is used in 

o U.S.G. 22o9(h) ) the participant to receive an annuity after the participant’s 
death. The annuity payable to the participant making such election shall be 
reduced by 10 per centum of an annuity computed as provided in paragraph 
(a) of this section, and by 5 per centum of an annuity so computed for each 
full five years the person designated is younger than the participant, but such 
total reduction shall not exceed 40 per centum. The annuity of a survivor 
designated under this paragraph shall be 50 per centum of the reduced annuity 
computed as prescribed above. The annuity payable to a beneficiary under 
the provisions of this paragraph shall begin on the first day of the next month 
after the participant dies. Upon the death of the surviring beneficiary all pay- 
ments shall cease and no further annuity payments authorized under this 
paragraph shall be due or payable.] 

Part D — Benefits Accruing to Certain Participants 
retirement for disability or incapacity— medical examination— recovery 

Sec. 231. (a) iVny participant who has five years of service credit toward re- 
tirement under the system, excluding military or naval service that is credited 
™ th P rovIslons of section 251 or 252(a)(2), and who becomes 
totally disabled or incapacitated for useful and efficient service by reason 
of disease, illness, or injury not due to vicious habits, intemperance, or willful 


Approved For Release 2002/03/20 : CIA-RDP78-03721A000100050005-9 



Approved For Release 2002/03/20 : CIA-(RDP78-03721A0001 00050005-9 

3898 

misconduct on his part, shall, upon his own ^f^ioi^or 

asas nsAiuos >«.»>« w»»vT,«rXr;£ 

o? service but the additional service credit that may accrue to a participant 

:S«Ssasrdr®il»2 

conduct examinations, and disability shall be detei mined y rlisabillty is 

i Statement or reappointment in the Agency Within one year from the date his 
i eroverv is determined. Upon application the Director may reinstate any such 
l ewvfred disabfmy annuitant in the grade in which he was serving at time of 
i etirement or the Director may, taking into consideration the age, qualifications, 

L!5 ^Ixnerience of such annuitant, and the present grade of his contemporaries 
in the AgenTy appoint him to a grade higher than the one in which he was 
nerving prior to retirement. Payment of the annuity shall c0 " tl f 1 '® 

,, 1x mot iths after the date of the examination allowing recovery or until the date 
of reinstatement or reappointment in the Agency,, whichever is earUer e 
'or examinations under this provision, together with reasonable traveling a 
other e^enses incurred in order to submit to Examination, shall be paid out of 
i he fund P If tlie annuitant fails to submit to examination as required undei 
-his section, payment of the annuity shall b<f suspended until continuance of 

ieLn not TetattttJ or JewpolnW In tjo A B .ncy, 1. stall « 
o have been separated within the meaning of paragraphs (a) and (b) f of section 
>34 as of the date he was retired for disability and he shall, after the discon- 
dnuance of the disability annuity, be entitled] to the benefits of that section or 
,f section 241(a) except that he may elect voluntary retirement in accordance 
with the provisions of section 233 if he can qualify under its provi ions 

(d) No participant shall be entitled to receive an annuity under this Act 
ind compensation for injury or disability to himself undei the Pede ai 
olovees’ Compensation Act of September 7, 1W0, as amended (5 D.S.C. 7ol _et 
aea ) covering the same period of time. Thi3 provision shall not »ar the right 
of any claimant to the greater benefit confer red by either Act for aw P 1 of 
the same period of time. Neither this provision nor any provision of the said 
Act of September 7, 1016, as amended, shall be so construed as to deny the right 
of^any participant to receive an annuity under this Act by reason , of his own 
services and to receive concurrently any payment under such Act of September , 

1916, as amended, by reason of the death of any other person. 

del Notwithstanding any provision of law to the contrary, the right of any 
person entitled to an annuity under this Act shall not be affected because sue 
person has received an award of compensation In a lump sum unc.ei section l 14 
of the Federal Employees’ Compensation Act of September 7, 1916, as amended 
(5 TJ.S.C. 764), except that where such annuity is payable on account of the 
same disability for which compensation under such section has been paid, so 
much of such compensation as has been paid for any period extend^ »tarv°of 
the date such annuity becomes effective, as determined by the Seci eta y 
Labor, shall be refunded to the Department of Labor, to be paid into .the Fed- 
eral employees’ compensation fund. Before such person shall receive such 
annuity he shall (1) refund to the Department of Labor the amount representing 
such commuted payments for such extended period, or (-) authorize tlie deduc- 
tion of such amount from the annuity payable to him under toAct,™™ 
amount shall be transmitted to such Department for r01I ^» r s ® ‘ ° E ™ 
fund. Deductions from such annuity may be made from accrued and accru g 
payments, or may be prorated against and paid from accruing payments 
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such manner as the Secretary of Labor shall determine, whenever he finds that 
the financial circumstances of the annuitant are such as to warrant such de- 
ferred refunding. 

DEATH IN SERVICE 

Sec. 232. (a) In case a participant dies and no claim for annuity is payable 
under the provisions of this Act, his contributions to the fund, with interest at 
the rates prescribed in sections 241(a) and 281(a), shall be paid in the order 
of precedence shown in section 241(b). 

(b) If a participant, who has at least five years of service credit toward re- 
tirement under the system, excluding military or naval service that is credited 
in accordance with the provisions of section 251 or 252(a) (2) , dies before separa- 
tion or retirement from the Agency and is survived by a widow or a dependent 
widower, as defined in section 204, such widow or dependent widower shall be 
entitled to an annuity equal to 50 per centum of the annuity computed in ac- 
cordance with the provisions of paragraph (e) of this section and of section 
221(a). The annuity of such widow or dependent widower shall commence on 
the date following death of the participant and shall terminate upon death of the 
widow or dependent widower, or upon the dependent widower’s becoming capable 
of self-support. 

■ (c) If a participant who has at least five years of service credit toward re- 

tirement under the system, excluding military or naval service that is credited 
in accordance with the provisions of section 251 or 252(a)(2), dies, before 
separation or retirement from the Agency and is survived by a wife or a hus- 
band and a child or children, each surviving child shall be entitled to an an- 
nuity computed in accordance with the provisions of section 221(c)(1). The 
■child’s annuity shall begin and be terminated in accordance with the provisions of 
section 221 (e) . Upon the death of the surviving wife or husband or termination 
of tlie annuity of a child, the annuities of any remaining children shall be re- 
computed and paid as though such wife or husband or child had not survived 
the participant. 

(d) If a participant who has at least five years of service credit toward retire- 
ment under the system, excluding military or naval service that is credited in 
accordance with the provisions of section 251 or 252(a) (2) , dies before separation 
or retirement from the Agency and is not survived by a wife or husband, but 
by a child or children, each surviving, child shall be entitled to an annuity com- 
puted in accordance with the provisions of section 22(c) (2). The child’s annuity 
shall begin and terminate in accordance with the provisions of section 221(e). 

Upon termination of the annuity of a child, the annuities of any remaining chil- 
dren shall be recomputed and paid as though that child had never been entitled 
to tlie benefit. 

(e) If, at the time of his or her death, the participant had less than twenty 
years of service credit toward retirement under the system, the annuities pay- 
able in accordance with paragraph (b) of this section shall be computed in 
accordance with the provisions of section 221 on the assumption he or she has had 
twenty years of service, but the additional service credit that may accrue to a 
deceased participant under this provision shall in. no case exceed the difference 
between his or her age on the date of death and the mandatory retirement 
age applicable to his or her grade in the Agency. In all cases arising under 
paragraphs (b), (c), (d), or (e) of this section, it shall be assumed that the 
deceased participant was qualified for retirement on the date of his death. 

VOLUNTARY RETIREMENT 

Sec. 233. Any participant in. the system who is at least, fifty years of age and 
has rendered twenty years of service may on his own application and with the 
consent of the Director be retired from the Agency and receive benefits in ac- 
cordance with the provisions of section 221 provided he has not less than five 
years of service with the Agency. 

DISCONTINUED SERVICE RETIREMENT 

Sec. 234. (a) Any participant who separates from the Agency after obtaining 
at least five years of service credit toward retirement under the system, exclud- 
ing military or naval service that is credited in accordance with the provisions of 
section 251 or 252(a) (2), may, upon separation from the Agency or at any time 
prior to becoming eligible for an annuity, elect to have his contributions to the 


Approved For Release 2002/03/20 : CIA-RDP78-03721A0001 0.0050005-9 



Approved For Release 2002/03/2(^ )( ^A-RDP78-03721A000100050005-9 


fund returned to him in accordance with the provisions of section 241, or (except 
in cases where the Director determines that separation was based i:i whole or in 
part on the ground of disloyalty to the United States) to leave his contributions- 
in the fund and receive an annuity, computed as prescribed in section 221, com- 
mencing at the age of sixty years. 

(b) If a participant who has qualified in accordance with the provisions of 
paragraph (a) of this section to receive a deferred annuity commencing at the 
age of sixty dies before reaching the age of sjxty his contributions to the fund, 
with interest, shall be paid in accordance with the provisions of sections 241 and 
281. 

(c) The Director may in his discretion retire participants in grade GS-14 and 
above to promote the efficiency of the Agency. If so retired they shall receive re- 
tirement benefits in accordance with the provisions of section 221, provided they 
have in each case not less than five years of qualifying and a total of ten years 
of service with the Agency. Any individual s > retired who does not meet these 
these service requirements shall receive the benefits provided for individuals 
in grade GS-18 as set out in paragraph ( d ) of this section. 

(d) The Director may in his discretion retire participants in grade GS-13 
and below to promote the efficiency of the Ager cy and each such participant shall 
receive — 

(1) one-twelfth of a year’s salary at hii> then current salary rate for each 
year of service and proportionately for a fraction of a year, but not exceed- 
ing a total of one year’s salary .'it his then current salary rate, payable 
without interest;, from the fund, in three equal installments on the first day 
of January following the participant’s ret rement and on the two anniversa- 
ries of this date immediately following : Provided, That in special cases, the 
Director may in his discretion accelerate or combine the installments ; and 

(2) a refund of the contributions made to the fund, with interest as 
provided in section 241(a), except that ill lieu of such refund such partici- 
pant, if he has at least five years of service credit toward retirement under 
the system, excluding military or naval service that is credited in ac- 
cordance with the provisions of section 251 or 252(a) (2), may elect to re- 
ceive retirement benefits on reaching the dge of sixty in accordance with the 
provisions of section 221. In the event that a participant who was separated 
from grade GS-13 or GS-12 and who has elected to receive retirement bene- 
fits dies before reaching the age of sixty , his death shall be considered a 
death in service within the meaning of section 232. In the event that a 
participant who was separated from gride GS-11 or below and who has 
elected to receive retirement benefits dies before reaching the age of sixty, 
the total amount of his contributions mule to the fund, with interest as 
provided in section 241(a), shall be paid in accordance with the provisions 
of section 241(b). 

(e) Notwithstanding the provisions of section 3477 of the Revised Statutes, as 
amended (31 TJ.S.C. 203), or the provisions of any other law, a participant who- 
is retired in accordance with the provisions of paragraph (d) of this section 
shall have the right to assign to any person oi corporation the whole or any part 
of the benefits receivable by him pursuant to paragraph (d)(1) of this section. 

MANDATORY RETIREMENT FOR AGE 

Sec. 235. (a) Any participant in the system in grade GS-18 or above shall upon 
reaching the age of sixty-five be retired from the Agency and receive retirement 
benefits in accordance with the provisions of section 221, but whenever the 
Director shall determine it to be in the public interest, he may extend such a 
participant’s service for a period not to exceed five years. 

(b) Any participant, in the system, oilier than in grade GS-1S or above, shall 
upon reaching the age of sixty be retired from the Agency and recei ve retirement 
benefits in accordance with the provisions of s action 221, but whenever the Direc- 
tor shall determine it to be in the public interest, he may extend such a partici- 
pant’s service for a period not to exceed five years. 

Part E — Disposition of Contridutions and Interest in Excess of 
Benefits Received 

Sec. 241. (a) Whenever a participant becomes separated from the Agency with- 
out becoming eligible for an annuity or a deferred annuity in accordance with 
the provisions of this Act, the total amount of contributions from his salary with 
interest thereon at 4 per centum per annum, compounded annually as of Deeem- 
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her 31, and proportionately for the period served during the year of separation 
including all contributions made during or for such period, except as provided 
in section 281, shall be returned to him. 

(b) In the event that the total contributions of a retired participant, other 
than voluntary contributions made in accordance with the provisions of section 
281, with interest at 4 per centum per annum compounded annually as is pro- 
vided in paragraph (a) of this section added thereto, exceed the total amount 
returned to such participant or to an annuitant claiming through him, in the 
form of annuities, accumulated at the same rate of interest up to the date the 
annuity payments cease under the terms of the annuity, the excess of the accu- 
mulated contributions over the accumulated annuity payments shall be paid in 
the following order of precedence, upon the establishment of a valid claim, there- 
for, and such payment shall be a bar to recovery by any other person : 

(1) To the beneficiary or beneficiaries designated by such participant in writ- 
ing to the Director ; 

(2) If there be no such beneficiary, to the surviving wife or husband of such 
participant ; 

(3) If none of the above, to the child or children of such participant and 
descendants of deceased children by representation ; 

(4) If none of the above, to the parents of such participant or the survivor 
of them; 

(5) If none of the above, to the duly appointed executor or administrator 
of the estate of such participant ; 

(6) If none of the above, to other next of kin of such participant as may be 
determined by the Director in his judgment to be legally entitled thereto. 

(c) No payment shall he made pursuant to paragraph (b) (6) of this section 
until after the expiration of thirty days from the death of the retired partici- 
pant or his surviving annuitant. 

Part F — Period op Service for Annuities 

COMPENSATION OP LENOTH OP SERVICE 

Sec. 251. For the purposes of this title, the period of service of a participant 
shall be computed from the date he becomes a participant under the provisions 
of this Act, hut all periods of separation from the Agency and so much of any 
leaves of absence without pay as may exceed six months in the aggregate in 
any calendar year shall be excluded, except leaves of absence while receiving 
benefits under the Federal Employees’ Compensation Act of September 7, 1916, 
as amended (5 U.S.C. 751 et. seq.), and leaves of absence granted participants 
while performing active and honorable military or naval service in the Army, 
Navy, Air Force, Marine Corps, or Coast Guard of the United States. 

PRIOR SERVICE CREDIT 

Sec. 252. (a) A participant may, subject to the provisions of this section, in- 
clude in his period of service — 

(1) civilian service in the executive, judicial, and legislative branches of 
the Federal Government and in the District of Columbia government, prior 
to becoming a participant ; and 

(2) active and honorable military or naval service in the Army, Navy, 
Air Force, Marine Corps, or Coast Guard of the United States. 

(b) A participant may obtain prior civilian service credit in accordance with 
the provisions of paragraph (a) (1) Of this section by making a special con- 
tribution to the fund equal to 5 per centum of his basic annual salary for each 
year of service for which credit is sought prior to November 8, I960, and at 
6% per centum thereafter with interest compounded annually at 4 per centum 
per annum to the date of payment. Any such participant may, under such con- 
ditions as may be determined in each instance by the Director, pay such special 
contributions in installments. 

(c) (1) If an officer or employee under some other Government retirement 
system becomes a participant in the system by direct transfer, such officer or 
employee’s total contributions and deposits, including interest accrued thereon, 
except voluntary contributions, shall be transferred to the fund effective as of 
the date such officer or employee becomes a participant in the system. Each 
such officer or employee shall be deemed to consent to the transfer of such funds 
and such transfer shall be a complete discharge and acquittance of all claims 
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and demands against the other Government retirement fund on account of service 
rendered prior to becoming a participant in the system. 

(2) No participant, whose contributions are transferred to the fund in ac- 
cordance with the provisions of paragraph (c)(1) of this section, shall be re- 
quired to make contributions in addition to those transferred for periods of 
service for which full contributions were mac e to the other Government retire- 
ment fund, nor shall any refund be made to any such participant on account 
of contributions made during any period to the other Government retirement 
fund at a higher rate than that fixed by section 211 of this Act for contributions 
to the fund. 

(3) No participant, whose contributions are transferred to the fund in ac- 
cordance with the provisions of paragraph (d) (1) of this section, shall receive 
credit for periods of service for which a refund of contributions has been made, 
or for which no contributions were made to the other Government retirement 
fund. A participant may, however, obtain credit for such prior service by mak- 
ing a special contribution to the fund in accordance with the provisions of para- 
graph (b) of this section. 

(d) No participant may obtain prior civilian service credit toward retirement 
under the system for any period of civilian service on the basis of which he is 
receiving or will in the future be entitled to receive any annuity under another 
retirement system covering civilian personnel of the Government. 

(e) A participant may obtain prior military or naval service credit in ac- 
cordance with the provisions of paragraph (a)(2) of this section by applying 
for it to the Director prior to retirement or separation from the Agency. How- 
ever, in the case of a participant who is eligible for and receives retired pay 
on account of military or naval service, the period of service upon which such 
retired pay is based shall not be included, except that in the case of a participant 
who is eligible for and receives retired pay in account of a service-connected 
disability incurred in combat with an enemy of the United States or caused by 
an instrumentality of war and incurred in lijie of duty during a period of war 
(as that term is used in chapter 11 of title 38, United States Code), or is awarded 
under chapter 67 of title 10 of the United States Code, the period of such military 
or naval service shall be included. No contributions to the fund shall be required 
in connection with military or naval service credited to a participant in ac- 
cordance with the provisions of paragraph (a) (2) of this section. 

CREDIT FOR SERVICE WHILE Off MILITARY LEAVE 

Sec. 253. Contributions shall not be required covering periods of leave of ab- 
sence from the Agency granted a participant while performing active military 
or naval service in the Army, Navy, Air Force, Marine Corps, or Coast Guard 
of the United States. 

Part G— Moneys 

estimate of appropriations needed 

Sec. 261. The Director shall prepare the estimates of the annual a ppropriations 
required to be made to the fund, and shall cause to be made actuarial valuations 
of the fund at intervals of five years, or oftener if deemed necessary by him. 

INVESTMENT OF MONEYS IN THE FUND 

Sec. 262. The Director may, with the approval of the Secretary of the Treasury, 
invest from time to time in interest-bearing securities of the United States such 
portions of the fund as in his judgement may not be immediately required for 
the payment of annuities, cash benefits refunds, and allowances, and the income 
derived from such investments shall constituted part of such fund. 

1 

ATTACHMENT OP NtONEYS 

Sec. 263. None of the moneys mentioned in Ibis title shall be assignable either 
In law or equity, or be subject to execution, }evy, attachment, garnishment, or 
other legal process, except as provided i:i sectiojn 234(e) . 
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Part I-I — Retired Participants Recalled, Reinstated, or Reappointed in the 
Agency, or Reemployed in the Government 

recall 

Sec. 271. (a) The Director may recall any retired participant to duty in the 
Agency whenever he shall determine such recall is in the public interest. 

( b ) Any such participant recalled to duty in the Agency in accordance with 
the provisions of paragraph (a) of this section or reinstated or reappointed in 
accordance with the provisions of section 231(b) shall, while so serving, be 
entitled in lieu of his annunity to the full salary of the grade in which he is 
serving. During such service, he shall make contributions to the fund in accord- 
ance with the provisions of section 211. When he reverts to his retired status, 
his annuity shall be determined anew in accordance with the provisions of 
section 221. 

REEMPLOYMENT 

Sec. 272. Notwithstanding any other provision of law, a participant retired 
under the provisions of this Act shall not, by reason of his retired status, be 
barred from employment in Federal Government service in any appointive 
position for which he is qualified. An annuitant so reemployed shall serve at 
the will of the appointing officer. 

REEMPLOYMENT COMPENSATION 

Sec. 273. (a) Notwithstanding any other provision of law, any annuitant who 
has retired under this Act and who is rcemployed in the Federal Government 
service in any appointive position either on a part-time or full-time basis shall 
be entitled to receive the salary of the position in which he is serving plus so 
much of his annuity payable under this Act which when combined with such 
salary does not exceed during any calendar year the basic salary such annuitant 
was entitled to receive on the date of his retirement from the Agency. Any such 
reemployed annuitant who receives salary during any calendar year in excess 
of the maximum amount which he may be entitled to receive under this para- 
graph shall be entitled to such salary in lieu of benefits hereunder. 

(b) When any such retired annuitant is reemployed, the employer shall send 
a notice to the Agency of such reemployment together with all pertinent in- 
formation relating thereto, and shall pay directly to such annuitant the salary 
of the position in which he is serving. 

(c) In the event of any overpayment under this section, such overpayment 
shall be recovered by withholding the amount involved from the salary payable 
to such reemployed annuitant, or from any other moneys, including his annuity, 
payable in accordance with the provisions of this title. 

Part I — Voluntary Contributions 

Seo. 281. (a) Any participant may, at his option and under such regulations 
as may be prescribed by the Director, deposit additional sums in multiples of 1 
per centum of his basic salary, but not in excess of 10 per centum of such salary, 
which amounts together with interest at 3 per centum per annum, compounded 
annually as of December 31, and proportionately for the period served during 
the year of his retirement, including all contributions made during or for such 
period, shall, at the date of his retirement and at his election, be — 

(1) returned to him in lump sum ; or 

(2) used to purchase an additional life annuity ; or 

(3) used to purchase an additional life annuity for himself and to provide 
for a cash payment on his death to a beneficiary whose name shall be notified 
in writing to the Director by the participant ; or 

(4) used to purchase an additional life annuity for himself and a life 
annuity commencing on his death payable to a beneficiary whose name shall 
be notified in writing to the Director by the participant with a guaranteed 
return to the beneficiary or his legal representative of an amount equal to 
the cash payment referred to in subparagraph (3) above. 

(b) The benefits provided by subparagraphs (2), (3), or (4) of paragraph 
(a) of this section shall be actuarially equivalent in value to the payment pro- 
vided for by subparagraph (a) (1) of this section and shall be calculated upon 
such tables of mortality as may be from time to time prescribed for this purpose 
by the Director. 
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(c) In case a participant shall become separated from the Agency for any rea- 
son except retirement on an annuity, the amount of any additional deposits with 
interest at 3 per centum per annum, compounded as is provided in paragraph (a) 
of this section, made by him under the provisicns of saiel paragraph (a) shall be 
refunded in the manner provided in section 241 for the return of contributions 
ftnd interest in the case of death or separation from the Agency. 

(d) Any'benefits payable to a participant orjto his beneficiary in respect to the 
additional deposits provided under this section (shall be in addition to the benefits 
otherwise provided under this title. 

1 

Title III — Internal Revenue (Code Amendment 

Paragraph (4) of section 104(a) of the Internal Revenue Oodti of 1954, as 
amended (26 U.S.C. 104(a) (4) ) (relating to t(ie exclusion from gross income of 
compensation for injuries and sickness), is hereby amended to read as follows: 

“(4) amounts received as a pension, annuity, or similar allowance for per- 
sonal injuries or sickness resulting from active service in the armed forces 
of any country or in the Coast and Gcodjetic Survey or the Public Health 
Service, or as a disability annuity payable under the provisions of section 
831 of the Foreign Service Act of 1946, as amended (22 U.S.C. 1081, 60 Stat. 
1021), or as a disability annuity payable under the provisions of section 231 
of the Central Intelligence Agency Retirement Act of 1963.” 


Central Intelligence Agency Retirement Act of 1963 

[ 

SECTIONAL ANALYSIS AND EXPLANATION 

j 

(Note. — Except for such changes as are necessary to reflect terminology ap- 
plicable to the Central Intelligence Agency, me st of the proposed provisions are 
substantively the same as, or identical with, tl e corresponding provisions of the 
Foreign Service Act of 1946, as amended. Far convenient reference, the cor- 
responding section number under the Foreign Service Act of 1946, as amended, 
is furnished at the end of each explanatory statement below (for example, “Sec. 
f 01, FSA”) where applicable.) 

* * * * * * 

Be it enacted, by the Senate and House of Representatives of the United States 
i f America in Congress assembled, 

TITLE I— SHORT TITLE AND DEFINITIONS 
Part A — Short Title 

Sec. 101. Titles I to III, inclusive, of this Act may be cited as the “Central 
Intelligence Agency Retirement Act of 1963”. 

Explanation. — This section provides t short title for this bill. 

Part B — Definitions 

Sec. 111. When used in this Act,, the term — 

(1) “Agency” means the Central Intelligence Agency ; and 

(2) “Director” means the Director of Central Intelligence or the Deputy Direc- 
tor of Central Intelligence. 

Explanation. — This section defines the terms “Agency” and “Director” 
as these terms are used throughout the bill. 

TITLE II— THE CENTRAL INTELLIGENCE AGENCY RETIREMENT 
AND DISABILITY SYSTEM 

Part A — Establishment of System 

RULES AND REGULATIONS 

Sec. 201. (a) The Director may prescribe rules and regulations for the 
establishment and maintenance of a Central Intelligence Agency retirement and 
disability system for a limited number of empldyees, referred to hereafter as the 
system. 
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(b) T lie Director shall administer the system in accordance with such rules 
and regulations and with the principles established by this Act. 
rX'XX inte J® sts ttLe security of the foreign intelligence activities of the 
«f th 0 ( v!r CS ’ f c d m further to implement the proviso of section 102(d) (3) 

■n l rf- Ivatlon ^ 1 Security Act of 1947, as amended (50 U.S.G. 403 (d) (3) ) that 
* be Duect0 , of < l?" t . ral Intelligence shall be responsible for protecting intelligence 
S uices and methods from unauthorized disclosure, and, notwithstanding tbc 
provisions of the Administration Procedure Act (5 U slo. 1001 et s^a or «nv 
other provisions of law, any determinations by the Director authorized bv the 

KSi,f.Sc.“ e bs a “ mM to » « '~&tfS!2S l gg 

thf ‘ Thls se< f tion 8' ives the Director of Central Intelligence 

fnv au( ; l ol . lt J necessary to establish and maintain a retirement system 
for a limited number of employees and to prescribe rules and regula- 
tions governing its administration (sec. 801, PSA) S 

!n view of the security classification of information concerning the 

unto^hl A \ct win mPl ? ?reeS -’i tll n fa< i tS P ei ‘tinent to determinations made 
under this Act will ordinarily be of such a nature that they cannot bo 

Sons of the C n,>f V Acc ° rdingly t hc section provides that determina- 
tmns of the Dnector under this Act are final and conclusive and not 

n ^°sislative precedent for this provision is contained 

deMnrtions rV h C v tr "‘ Act whl , eh Prides in section 16(c) that 
determinations by the Commission of questions of dependency and 

disability under that Act are not reviewable. Other precedents are con- 
tained in the Atomic Energy Act which provides that where restricted 
data are involved, determinations of the Commission wHl nSt besabiect 

s '“ e ” n * A “ 01 

ESTABLISHMENT AND MAINTENANCE OF FUND 
® E0 - , 202 ' There is hereby created a fund to be known as the Central Intelli 
Directs 61 lhe Cent?a? n Tuteir D1Sabi 4 ^ Fun £ whIch sha11 be maintained by the 

nancfof''thc’ 1 fVn 1 1 vAl TXm pi ' ovldea for establishment and mainte- 

>?«S; " a D, “ bll% 

PARTICIPANTS 

#S^SS~S£SS 

r ™S P l anat l°!l:~2; hls sectlon necessarily deviates from the comparable 
thG Foreign Service Act of 1946, as amended, since Foreign 
Service Officers are automatically covered by virtue of their annolut 
ments under the Foreign Service Act. However, only a limfted mfXr 

othe/tbm, ® lpl T eS H Wl11 SGrVe under conditions which will warrant 
othei than normal retirement considerations and those who am tn 

selPH l iA ted aS partici P ants Pursuant to this section will undergo a rigid 
selection process (sec. 803, FSA). ueigo a rigia 

.J bl ?n retiremeUt system ls designed for those officers whose careers 
predominantly concerned with the conduct and 
support of intelligence activities in foreign countries Tt m 2 

surX^XmfwIrbe ?° e ^ lg “ countries' T^reaftet his 

E^a^tL^ 

carlXspecializaTon haXperma^nUy VfledtoT dSerenTfle n' 
will be transferred to the^ivil 
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when an employee who has been designated as a participant has met* 
all of the minimum requirements for retirement under this system and 
then shifts to another field of career specialization, he would ordinarily" 
he viewed as having acquired a right to the benefits he has already 
earned under this system and would be permitted to remain in it. Conse- 
quently, the section provides that an employee who has completed fifteen 
years of service in the Agency and whose career at that time is adjudged 
to be qualifying for this system may elect to remain in this; system for 
the duration of his employment by the Agency. 

ANNUITANTS 

Sbc. 204. (a) Annuitants shall be participants who are receiving annuities; 
irom the fund and ail persons, including survhing wives and husbands, widows, 
dependent widowers, children, and beneficiaries of participants or annuitants; 
who shall become entitled to receive annuities in accordance with the provisions 
of this Act. j 

(b) When used in this title the term. — 

(1) "Widow” means the surviving wife of a participant who was married 
i;o such participant for at least two years immediately preceding his death or 
who is the mother of issue by such marriage. 

(2) “Dependent widower” moans the surviving husband of a participant who 
was married to such participant for at least jtwo years immediately preceding 
aer death or who is the father of issue by such marriage, and who is incapable 
of self-support by reason of mental or physical disability, and who received more- 
than one-half of his support from such participant. 

(3) “Child” means an unmarried child, unjder the age of eighteen years, or 
such unmarried child regardless of age who, because of physical or mental dis- 
ability incurred before age eighteen, is incapable of self-support. In addition' 
to the offspring of the participant and his or jher spouse, the term includes (i) 
an adopted child, arid (ii) a stepchild or recognized natural child who received’ 
more than one-half of his support from the participant. 

Explanation, — This section defines annuitants who may lie eligible for 
benefits under the retirement system (Sec. 204, FSA). 

Part B — CoMrui.soire Contributions 

Sec. 211. ( a ) Six and one-half per centum 4f the basic salary received by each ■ 
participant shall be contributed to the fund for the payment of annuities, cash- 
benefits, refunds, and allowances. An equal turn shall also be contributed from 
■the respective appropriation or fund which is used for payment of his salary. 

The amounts deducted and withheld from basic salary together with the amounts 
so contributed from the appropriation or funp, shall be deposited by the Agency 
to the credit of the fund. j 

(b) Each participant shall be deemed to eojnsent and agree to such deductions 
from basic salary, and payment less such deductions shall he a full and complete 
discharge and acquittance of all claims and demands whatsoever for all regular 
services during the period covered by such payment, except the right to the 
benefits to which he shall be entitled under this Act, notwithstanding any law, 
rule, or regulation affecting the individual’s salary. 

Explanation. — This section provides for contributions to the retire- 
ment fund by the employee and by the Agency at the rate of six and 
one-half per cent of basic salary, which is the same under both the- 
Foreign Service retirement system and the civil service retirement sys- 
tem (Sec. 811, FSA). 

I 

Part C — Computation ,of Annuities 

Sec. 221. (a) The annuity of a participant shall be equal to two per centum 
of his average basic salary for the highest five consecutive years of service, for 
which full contributions have been made tojthe fund, multipled by the number 
of years, not exceeding thirty-five, of service credit obtained in accordance with 
the provisions of sections 251 nnd 252. In determining the aggregate period of 
service upon which the annuity is tc he based, the fractional part of a month,., 
if any, shall not be counted. 
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Cb) At the time of retirement, any married participant may elect to receive 
a reduced annuity and to provide for an annuity payable to his wife or her 
; husband, commencing on the date following such participant’s death and 
terminating upon the death of such surviving wife or husband. The annuity 
payable to the surviving wife or husband after such participant’s death shall be 
50 per centum of the amount of the participant’s annuity computed as prescribed 
in paragraph (a) of this section, up to the full amount of such annuity specified 
by him as the base for the survivor benefits. The annuity of the participant 
making such election shall be reduced by 2% per centum of any amount up to 
.$2,400 he specifies as the base for the survivor benefit plus 10 per centum of any 
: amount over $2,400 so specified. 

(c) (1) If an annuitant dies and is survived by a wife or husband and by a 
child or children, in addition to the annuity payable to the surviving wife or 
husband, there shall be paid to or on behalf of each child an annuity equal to the 
smallest of: (i) 40 per centum of the annuitant’s average basic salary, as deter- 
mined under paragraph (a) of this section, divided by the number of children; 
(il) $600; or (iii) $1,800 divided by the number of children. 

(2) If an annuitant dies and is not survived by a wife or husband but by a 
child or children, each surviving child shall be paid an annuity equal to the 
smallest of : (i) 50 per centum of the annuitant’s average basic salary, as deter- 
mined under paragraph (a) of this section, divided by the number of children; 
(ii) $720 ; or (iii) $2,160 divided by the number of children. 

(d) If a surviving wife or husband dies or the annuity of a child is term- 
inated, the annuities of any remaining children shall be recomputed and paid 
as though such wife, husband, or child had not survived the participant. 

(e) The annuity payable to a child under paragraph (c) or (d) of this section, 
shall begin on the first day of the next month after the participant dies and 
such annuity or any right thereto shall be terminated upon death, marriage, 
or attainment of the age of eighteen years, except that, if a child is incapable 
of self-support by reasons of mental or physical disability, the annuity shall be 
terminated only when such child dies, marries, or recovers from such disability. 

(f) Any unmarried participant retiring under the provisions of this Act and 
found by the Director to be in good health may at the time of retirement elect a 
reduced annuity, in lieu of the annuity as hereinbefore provided, and designate 
in writing a person having an insurable interest (as that term is used in 5 
U.S.C. 2259(h) ) in the participant to receive an annuity after the participant’s 
death. The annuity payable to the participant making such election shall be 
reduced by 10 per centum of an annuity computed as provided in paragraph (a) 
of this section, and by 5 per centum of an annuity so computed for each full 
five years the person designated is younger than the participant, but such total 
reduction shall not exceed 40 per centum. The annuity of a survivor designated 
under this paragraph shall be 50 per centum of the reduced annuity computed as 
prescribed above. The annuity payable to a beneficiary under the provisions of 
this paragraph shall begin on the first day of the next month after the participant 
dies. Upon the death of the surviving beneficiary all payments shall cease and 
no further annuity payments authorized under this paragraph shall be due or 
payable. 

Explanation . — This section establishes the rates of annuities payable 
to participants and specified beneficiaries under the retirement system. 
Comparable provision is made in section 804 of the Foreign Service Act 
except that' the first sentence of paragraph (f ) , regarding the designation 
of a beneficiary by an unmarried participant, uses language employed for 
the comparable provision in the Civil Service Retirement Act (sec. 9 (h) ) 
which provides that such individual must have an insurable Interest In 
the pa rticipant. 

Part D — Benefits Accruing to Certain Participants 

RETIREMENT FOR DISABILITY OR INCAPACITY— MEDICAL EXAMINATION— RECOVERY 

Sec. 231. (a) Any participant who has five years of service credit toward 
retirement under the system, excluding military or naval service that is credited 
m accordance with provisions of section 251 or 252(a) (2), and who becomes 
totally disabled or incapacitated for useful and efficient service by reason of 
disease, illness, or injury not due to vicious habits, intemperance, or willful mis- 
• conduct on his part, shall, upon his own application or upon order of the Director 
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be retired on an annuity computed as prescribed in section 221. If the disabled 
or incapacitated participant has less than twenty years of service credit toward 
bis retirement under the system at the time hje is retired, his annuity shall be 
computed on the assumption that he has had (twenty years of service, but the 
additional service credit that may accrue to ai participant under this provision 
shall in no case exceed the difference between his age at the time of retirement 
and the mandatory retirement age applicable ti his grade in the Agency. 

(b) In each case, the participant shall be giimn a medical examination by one 

or more duly qualified physicians or suegeons (lesignated by the Director to con- 
duct examinations, and disability shall be determined by the Director on the basis 
of the advice of such physicians or surgeons. tJnless the disability is permanent, 
like examinations shall be made annually until the annuitant has reached the 
statutory mandatory retirement age for his grade in the Agency. If the Director 
determines on the basis of the advice of one or more duly qualified physicians 
or surgeons conducting such examinations that an annuitant has recovered to 
the extent that he can return to duty, the annuitant may apply for reinstatement 
or reappointment in the Agency within one year from the date his recovery is 
determined. Upon application, the Director jnay reinstate any such recovered 
disability annuitant, in the grade in which he (was serving at time of retirement, 
or the Director may, taking into consideratipn the age, qualifications, and ex- 
perience of such annuitant, and the present grade of his contemporaries in the 
Agency, appoint him to a grade higher than the one in which he was serving 
prior to retirement. Payment of the annuity shall continue until a date six 
months after the date of the examination shewing recovery or until the date of 
reinstatement or reappointment in the Agency, whichever is earlier. Pees for 
examinations under this provision, together with reasonable traveling and other 
expenses incurred in order to submit to examination, shall be paid out of the 
fund. If tile annuitant fails to submit to examination as required under this 
section, payment of the annuity shall be suspended until continuance of the dis- 
ability is satisfactorily established. j 

(c) If a recovered disability annuitant whose annuity is discontinued is for 
any reason not reinstated or reappointed in tjhe Agency, he shall be considered to 
have been separated within the meaning of paragraphs (a) and (b) of section 
234 as of the date he was retired for disability and he shall, after the discon- 
tinuance of the disability annuity, be entitled to the benefits of that section or of 
section 241(a ) except that be may elect voluntary retirement in accordance with 
the provisions of section 233 if he can qualifyjunder its provisions. 

(d) No participant shall be entitled to receive an annuity under this Act and 
compensation for injury or disability to himself under the Federal Employees’ 
Compensation Act of September 7, 1910, as amended (5 U.S.C. 751 et seq.), 
covering the same period of time. This provision shall not bar the right of any 
claimant to the greater benefit conferred byj either Act for any part of the same 
period of time. Neither this provision nor any provision of the said Act of 
September 7, 1910, as amended, shall he so construed ns to deny the right of 
any person to receive an annuity under this Act by reason of his own services 
and to receive concurrently any payment t ruler such Act of September 7, 1916, 
as amended, by reason of the death of any ot ler person. 

(e) Notwithstanding any provision of lt.w to the contrary, the right of any 
person entitled to an annuity under this Apt shall not be affected because such 
person has received an award of compensation in a lump sum under section 14 
of the Federal Employees’ Compensation Act of September 7, 1916, as amended, 
(h U.S.C. 764), except that where such annuity is payable on account of the same 
disability for which compensation under such section has been paid, so much of 
such compensation as has been paid for any period extended beyond the date such 
annuity becomes effective, as determined j by tire Secretary of Labor, shall be 
refunded to the Department of Labor, to (be paid into the Federal Employees’ 
Compensation Fund. Before such personj shall receive such annuity, he shall 
(1) refund to the Department of Labor the amount representing such commuted 
payments for such extended period, or (2) authorize the deduction of such 
amount from the annuity payable to him Under this Act, which amount shall be 
transmitted to such Department for reimbursement to such Fund. Deductions 
from such annuity may 1)0 made from aceijred and accruing payments, or may be- 
prorated against and paid from act-tiring payments in such mariner as the Secre- 
tary of Labor shall determine, whenever he finds that the financial circumstances 
of the annuitant are such as to warr ant such deferred refunding. 

Explanation — This section makes provision for retirement of em- 
ployees who become disabled or incapacitated for duty. It establishes 


Approved For Release 2002/03/20 : CA-RDP78-03721A0001 00050005-9 



Approved For Release 2002/0^^: CIA-RDP78-03721A000100050005-9 


procedures for physical examinations and subsequent return to duty 
when an annuitant has recovered to the extent that he can return to duty. 
The section further bars payment of a disability annuity if the employee 
is given an award of compensation for the same disability under the 
Federal Employees' Compensation Act (sec. 831, FSA). 

DEATH IN SERVICE 

Sec. 232. (a) In case a participant dies and no claim for annuity is payable 
under the provisions of this Act. his contributions to the fund, with interest 
at the rates prescribed in sections 241(a) and 281(a), shall be paid in the order 
of precedence shown in section 241 (b) . 

(b) If a participant, who has at least five years of service credit toward 
retirement under the system, excluding military or naval service that is 
credited in accordance with the provisions . of section 251 or 252(a)(2), dies 
before separation or retirement from the Agency and is survived by a widow or a 
dependent widower, as defined in section 204, such widow or dependent widower 
shall be entitled to an annuity equal to 50 per centum of the annuity computed 
in accordance with the provisions of paragraph (e) of this section and of section 
221(a). The annuity of, such widow or dependent widower shall commence 
on the date following death of the participant and shall terminate upon death of 
the widow or dependent widower, or upon the dependent widower’s becoming 
capable of self-support. 

(c) If a participant who has at least five years of service credit toward 
retirement under the system, excluding military or naval service that is credited 
in accordance with the provisions of section 251 or 252(a)(2), dies before 
separation or retirement from the Agency and is survived by a wife or a hus- 
band and a child or children, each surviving child shall be entitled to an annuity 
computed in accordance with the provisions of section 221(c) (1). The child’s 
annuity shall begin and be terminated in accordance with the provisions of 
section 221(e). Upon the death of the surviving wife or husband or termina- 
tion of the annuity of a child, the annuities of any remaining children shall be 
recomputed and paid as though such wife or husband or child had not survived 
the participant. 

(d) If a participant who has at least five years of service credit toward 
retirement under the system, excluding military or naval service that is credited 
in accordance with the provisions of section 251 or 252(a) (2), dies before separa- 
tion or retirement from the Agency and is not survived by a wife or husband, but 
by a child or children, each surviving child shall be entitled to an annuity com- 
puted in accordance with the provisions of section 221(c)(2). The child’s 
annuity shall begin and terminate in accordance with the provisions of section 
221(e). Upon termination of the annuity of a child, the annuities of any 
remaining children shall be recomputed and paid as though that child had 
never been entitled to the benefit. 

(e) If, at the time of his or her death, the participant had less than twenty 
years of service credit toward retirement under the system, the annuities pay- 
able in accordance with paragraph (b) of this section shall be computed in 
accordance with the provisions of section 221 on the assumption he or she has 
had twenty years of service, but the additional service credit that, may accrue to 
a deceased participant under this provision shall in no case exceed the difference 
between his or her age on the date of death and the mandatory retirement age 
applicable to his or her grade in the Agency. In all cases arising under para- 
graphs (b), (c), (d), or (e) of this section, it shall be assumed that the deceased 
participant was qualified for retirement on the date of his death. 

Explanation . — This section provides for payment of an annuity to the 
survivor (s) of an employee who dies while in active service. If no an- 
nuity is payable, this section provides for payment of his contributions 
plus interest to a named beneficiary, or to specified survivors, or to his 
estate, in a prescribed order of precedence (sec. 832, FSA). 

VOT/UNTARY RETIREMENT 

Sec. 233. Any participant in the System who is at. least fifty years of age and 
has rendered twenty years of service may on his own application and with the 
consent of the Director be retired from the Agency and receive benefits in accord- 
ance with the provisions of section 221 provided he has not less than five years of 
service with the Agency. 
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] 

Explanation . — This section provides for voluntary retirement of an 
officer when he reaches age 50 arid has at least five years of Agency 
service and a total of twenty year's of service credit under the system 
(sec. 636, FSA). 

] 

DISCONTINUED SERVIcfe RETIREMENT 

Sec. 234. (a) Any participant who separates from the Agency after obtaining 
at least five years of service credit toward retirement under the system, exclud- 
ing military or naval service that is credited in accordance with the provisions of 
section 251 or 252(a) (2), may, upon separation from the Agency or at any time 
prior to becoming eligible for an annuity, ^lect to have his contributions to the 
fund returned to him in accordance with the provisions of section 241, or (except 
in cases where the Director determines that] separation was based in whole or in 
part on the ground of disloyalty to the United States) to leave his contributions 
in the fund and receive an annuity, computed as prescribed in section 221, com- 
mencing at the age of sixty years. j 

(b) If a participant who has qualified in accordance with the provisions of 

paragraph (a) of this section to receive a deferred annuity commencing at the 
age of sixty dies before reaching the age of sixt.v his contributions to the fund, 
with interest, shall be paid in accordance] with the provisions of sections 241 
and 281. 1 

(c) The Director may in his discretion retire participants in grade G S -14 and 
above to promote the efficiency of the Agency. If so retired, they shall receive 
retirement benefits in accordance with the] provisions of section 221, provided 
they have in each case not less than five years of qualifying and a total of ten 
years of service with the Agency. Any individual so retired who does not meet 
these service requirements shall receive the benefits provided for individuals in 
grade GS-13 as set out in paragraph, (d) of this section. 

(d) The Director may in his discretion retire participants in grade GS-13 and 

below to promote the efficiency of the Agency and each such participant shall 
receive — ! 

(1) one-twelfth of a year’s salary at bis then current salary rate for each 
year of service and proportionately for la fraction of a year, but not exceed- 
ing a total of one year’s salary at his then current salary rate, payable with- 
out interest, from the fund, in three equal installments on the 1st day of 
January following the participant’s retirement and on the two anniversaries 
of this date immediately follov/ing: Provided, That in special cases, the 
Director may, in his discretion, accelerate or combine the installments ; and 

(2) a refund of the contributions majde to the fund, with interest as pro- 
vided in section 241(a), except that in lieu of such refund such participant, 
if he has at least five years of service credit toward retirment under the 
system excluding military or naval service that is credited in accordance 
with the provisions of section 251 or 252(a) (2), may elect to receive retire- 
ment benefits on reaching the age of sixty in accordance with the provisions 
of section 221. In the event that a participant who was separated from 
grade GS-13 or GS -12 and who has elected to receive retirement benefits 
dies before reaching the age of sixty, hisj death shall be considered a death in 
service within the meaning of section 232. In the event that a participant 
who was separated from grade GS-li or below and who has elected to 
receive retirement benefits dies before reaching the age of sixty, the total 
amount of his contributions made to the fund, with interest as provided in 
section 241(a), shall be paid in accordance with the provisions of section 

241(b). I 

(e) Notwithstanding the provisions of section 3477 of the Revised Statutes, 
as amended, (31 1J.S.C. 203), or the provisions of any other law, a participant 
who is retired in accordance with the provisions of paragraph (d) of this section 
shall have the right to assign to any person or corporation the whole or any 
part of the benefits receivable by him pursuant to paragraph (d)(1) of this 

section. Ea . p i ana ti 0 n. — Th i a section provides for the involuntary retirement of 

employees by the Director in order to promote the efficiency of the 
Agency. The comparable provisions of the FSA relate; to “selection- 
out” of officers who fail of promotion or who do not meet required 
standards of performance. 
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Retirement benefits provided for employees in GS-14 and above are 
tlic same as those provided for foreign Service officers in classes 1, 2, 
and 3 except that more stringent service requirements have been estab- 
lished for this system. In order to be retired with an immediate an- 
nuity, an employee in GS-14 and above must have at least ten years of 
service with the Agency which includes at least five years of service of 
a nature qualifying him for coverage under this system. Employees in. 
GS-14 and above who do not meet these service requirements will re- 
ceive the benefits provided for employees in GS-13. The retirement 
benefits provided for employees in GS-13 and below are the same as those 
provided for Foreign Service officers in class 4 and below. The linkage 
levels established in the Federal Salary Reform Act of 1962 (Public Law 
87-793) to provide comparability for pay purposes have been used to 
relate Foreign Service classes to the Agency’s general schedule grades. 

Comparable sections of FSA are as follows : 

01 A system Foreign Service system 

Sec. 234(a). Refund of con- Secs. 834(a) and (537(b). 


tributions. 

Sec. 234(b). Disposition of 
contributions upon death 
prior to receipt of deferred 
annuity. 

Sec. 234(c). Involuntary re- 
tirement — employees in 
grades GS-14 and above. 

Sec. 234(d). Involuntary re- 
tirement — employees in 
grades GS-13 and below. 

Sec. 234(e). Assignment of 
benefits. 


See. 834(b). 


Secs. 5lS, 633(b), and 634(a). 


Secs. 633(b) and 634(b). 


Sec. 634(c). 


. MANDATOBY BETIltEMENT FOB AGE 

Seo. 235. (a) Any participant in the system in grade GS-18 or above shall 
upon reaching the age of sixty-five, be retired from the Agency and receive re- 
tirement benefits in accordance with the provisions of section 221, but whenever 
the Director shall determine it to be in the public interest, he may extend such, 
a participant’s service for a period not to exceed five years. 

(b) Any participant in the system, other than in grade GS-18 or above, shall, 
upon reaching the age of sixty, be retired from the Agency and receive retirement 
benefits in accordance with the provisions of section 221, but whenever the 
Director shall determine it to be in the public interest, he may extend such a 
participant’s service for a period not to exceed five years. 

Explanation . — This section provides for the mandatory retirement 
of employees in GS-18 or above upon reaching age 05 and of other em- 
ployees upon reaching age 60. As in the preceding section, conversion 
to Agency grades was achieved by application of the linkage levels estab- 
lished in the Federal Salary Reform. Act of 1962 (secs. 631 and 032, 
FSA). 

Paiit E — Disposition op Contbibtjtions and Interest in Excess op Benefits 

Received 

Sec. 241. (a) Whenever a participant becomes, separated from the Avency 
without bccomeing eligible for an annuity or a deferred annuity in accordance 
with the provisions of this Act, the total amount of contributions from his 
salary, with interest thereon at 4 per centum per annum, compounded annually 
as of December 31, and proportionately for the period served during the year of 
separation, including ail contributions made during or for such period, except 
as provided in section 281, shall be returned to him. 

(b) In the event that the total contributions of a retired participant, other 
than voluntary contributions made in accordance with the provisions of section 
281, with interest . at 4 per centum per annum compounded annually as is pro- 
vided in paragraph (a.) of this section added thereto, exceed the total amount 
returned to such participant or to an annuitant claiming through him, in the form 
of annuities, accumulated at the same rate of interest up to the date the annuity 
89-066 — 03 — No. 28- 9] 
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.payments cease under the terms of the annuity, the excess of the accumulated 
contributions over the accumulated annuity iiayments shall be paid in the follow- 
ing order of precedence, upon the establishment of a valid claim therefor, and 
such payment shall be a bar to recovery by any other person : 

(1) To the beneficiary or beneficiaries designated by such participant in 

writing to the Director ; j 

(2) If there be no such beneficiary, to the surviving wife or husliancl of such 

participant; j 

(3) If none of the above, to the child or Children of such participant and 
descendants of deceased children by representation ; 

(4) If none of the above, to the parents of sjqch participant or the survivor of 

i hem ; j 

(5) If none of the above, to the duly appointed executor or administrator of 
;he estate of such participant ; 

(6) If none of the above, to other next of kin of such participant as may be 
determined by tlio Director in his judgment to be legally entitled thereto. 

(c) No payment shall be marie pursuant to (paragraph (b) (6) of this section 
until after the expiration of thirty days from the death of the retired participant 
or his surviving annuitant. 

Explanation-. — This section provides for the refund of contributions, 
plus interest at 4 percent to an employee who is separated without attain- 
ing eligibility for an immediate or deferred annuity. 

The section further provides, for thp disposition of contributions, plus 
interest at 4 percent, which are in 'excess of the amounts paid to a 
participant or to an annuitant claiming through him. IE at the time 
annuity payments cease, the accumulated annuities paid to the partici- 
pant or to an annuitant claiming through him, or both, arc less than the 
total amount of the contributions of: the participant, plus interest at 4 
percent, the excess of such contributions and interest is payable to a 
surviving spouse, children, parents, dr estate of a. deceased participant 
■or to his named beneficiary in tlie same order of precedence as has been 
established under the Foreign Service and (lie Civil Service retirement 
systems (sec. 841, FSA) . 

Part F — Period of Servic s for Annuities 
COMPUTATION OS' UENGTII OF SERVICE 

Sec. 231. For the purpose of this title, the period of service of a participant 
shall be computed from the date he become^ a participant under the provisions 
of this Act, but all periods of separation from the Agency and so much of any 
leaves of absence without pay as may exceed six months in the aggregate in any 
calendar year shall be excluded, except leaves of absence while receiving bene- 
fits under the Federal Employees’ Compensation Act of September 7, 191G, as 
amended (5 U.S.C. 751 et„ seq. ), and leaves ojf absence granted participants while 
performing active and honorable military dr naval service in the Army, Navy, 

Air Force, Marine Corps, or Coast Guard of tfie United States. 

Explanation. — This section provides that the period of service of a 
partieijvant under this system shall begin as of the date he becomes a 
participant but excludes periods of separation from the Agency or leaves 
of absence in excess of six months except when such leave is during a 
period when the participant Is receiving benefits under the Federal 
Employees’ Compensation Act (for illness or injury incurred in the 
performance of duty) or when such leave is for military service (sec. 

851, FSA). 

PRIOR SERVICE CREDIT 

Sec. 252. (a) A participant may, subject to the provisions of this section, 
include in his period of service — 

(1) civilian service in the executive, judicial, and legislative branches of 
the Federal Government and in the District of Columbia government, prior to 
becoming a participant ; and 

(2) active and honorable military for naval service in the Army, Navy, 

Air Force, Marine Corps, or Coast Guard of tlie United States. 

(b) A participant may obtain prior to civilian service credit in accordance 
with the provisions of paragraph (a) (1) of this section by making a special 
contribution to the fund equal to 5 per centum of his basic annual salary for each 
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year of service for which credit is sought prior to November 8, 1900 and at 
> per cen tum thereafter with interest compounded annually at 4 per centum 
aimum to t ^ e c ^ a ^ e of Payment. Any such participant may, under such eon 
ditions as may be determined in each instance bv the Director nn-c 
•contributions in installments. y 1 ector ’ pay sucl1 spocial 

(c) (1) If an officer or employee under some other Government retirement 
system becomes a participant in the system by direct transfer such nttw 
or employee s total contributions and deposits, including interest accrued the^on 
except voluntary contributions, shall be transferred to the find effective as of 
the date such officer or employee becomes a participant in the system Fnch 
sneh oiheer or employee shall be deemed to consent to the transfer of such fnnd<* 
and such transfer shall be a complete discharge and acanS^ nf 

arid demands against the other Government retirement fund on account 1 ^? 
service rendered prior to becoming a participant In the system. account of 

(2) j\o participant, whose contributions are transferred to the fund in 

accordance with the provisions of paragraph (c)(1) of this section Til im 
required to make contributions in addition to those transferred for periods of 
■service for which full contributions were made to the other Government- T f 
meat fund, nor shall any refund be made to any such officcr or elnlo vee on' 
account of contributions made during any period to the oi l)™ Government retire 
ment fund, at a higher rate than that fixed by section 211 of this Act for con 
.tnbutions to the fund. b Ior con " 

(3) No oflicer or employee, whose contributions are transferred to the fnnri 

in accordance with the provisions of paragraph (c)(1) of this section f|v,i 
receive credit for periods of service for which a refund of Tt.T-’ n 11 
been made, or for which no contributions were made to the other fto™ T 
retiremont fund. A participant may, howclr obtain c ed 1r such Trior 
service by making a special contribution to the fund in accordance witlf rim 
■provisions of paragraph (b) of this section. accordance with the 

(d) No participant may obtain prior civilian service credit 

ment under the system for any period of civilian service on the balls of which 
he is receiving or will in the future be entitled to receive anv annuity ™ f 
another retirement system covering civilian personnel of the Government 

(e) i A participant may obtain prior military or naval service credit in 

fnrTt Ttf W ,v e e pro Y lsions of Paragraph (a) (2) of this .section bv app yii ig 
foi it to the Director prior to retirement or separation from the Agency 

eior. in the case of a participant who is eligible for and receives retired mv on 
account of military or naval service, the period of service mum ,i Pay °? 
retired pay is based shall not be included except that in the c?, 11 ™ C ?‘ 

pant who is eligible for and receives retired pay on account of i servtoT 51 " 
nectcd disability incurred in combat with an eneiTy of fim UffitodlalT 
caused by an instrumentality of war and incurred in line of ^ ta ,. s or 
period of war (as that term is used in chapter 11 of title 28 United StotlYwf 1 

of mTmfrf Undel ' ChaP l er 67 ° f tltle 10 of the United States Co£ Ihe period 
of such military or naval service shall be included No confrihnt 111 p !? a 

lurid shall be required in connection wtth militaiT or mvalTrice Tedited to 

;Seetion,l Clr>ant " aecordallce with the Provisions of paragraph (a)(2) of this 

_ Explanation — This section establishes the conditions for credit under 
the retirement system of previous civilian and military service This 
section permits inclusion of prior qualifying service, as that term is 
used in the Act, performed at any time as an employee in the Agency 
for the transfer of an indivdual’s contributions from other Govern 
ment retirement systems to the Central Intelligence Agency Retirement 
and Disability Fund. These provisions are comparable to those of the 
Foreign Service and the civil service retirement system (sec. ,852, FSA). 

CREDIT FOR SERVICE WHILE OY military leave 

Sec. 2i> 3. Contributions shall not be required covering periods of i mn> 

•absence from the Agency granted a participant while performing active military 

Al ' my ’ NaVy ’ Air F ° rCe ’ Marlae Corps, Yilcoasi^Guard 

Explanation.— This section waives any requirement for 

dUrinS 1CaVe ° f absence ^nilit-ro™Trv?c b e U (sT 


Approved For Release 2002/03/20 : CIA-RDP78-03721A0001 00050005-9 



Approved For Release 2002/03/20 : CIA- 

5914 


RDP78-03721A0001 00050005-9 


Part G — Moneys 


ESTIMATE OF APPRO! RIATIOli 


Hec. 261. The Director shall prepare the estimat 
required to be made to the fund, and shall caup 
tlous of the fund at intervals of five years, or 


S NEEDED 

;es of the annual appropriations 
.se to be made actuarial valua- 
bftener if deemed necessary by 


hill. 


Explanation.— This section provides 
propriations required to be made to the J 
of the fund at least every 5 years. I 
FSA, except (hat there has been delet 
money for administering the program 
quired for such purposes would be pro 


INVESTMENT OF MONEYS IN 


, , for estimates of annual ap- 
fiund and for actuarial valuation 
[t is identical with section 861, 
Cd the authorization to expend 
from the fund since funds re- 
sided by annual appropriations. 


TXIE FUND 


262 The Director may, with the approval of the Secretary of the Treas- 
ury invest from time to time in interest-bearing! securities of the United States 
such portions of the fund as in his judgment mb not be immediately required 
fo.- the payment of annuities, cash benefits, refunds, and allowances, and the in- 
come derived from such investments shall constitute a part of such fund. 

Explanation. — This section provides jiecessary authority for the ' 
rector to invest funds which are not immediately required and to deposit 
the income produced by such investment to the fund (sec. 803, JtteA). 

ATTACHMENT OF MONEYS 

Sec 263 None of the moneys mentioned In this title shall he assignable either 
in law or equity, or be subject to execution, levy, attachment, garnishment, or 

other lesral process, except as provided in section 234(e). 

Explanation.— This section provides Jneeessary protection to moneys 
in the fund to preserve them for the payment of annuities, cash ben- 
efits, refunds, and allowances as provided under the proposed retirement 
system (sec. 864, FSA). 

Part H — Retired Participants Recapped, Reinstated or Reappointed in tiie. 

Agency or Reemployed in tRe Government 


Sec 271 (a) The Director may recall any retired participant to duty in the 
A "encV whenever he shall determine such recall is in the public interest. 

’(b) 'Any such participant recalled to duty ill the Agency m accordance with 
the provisions of paragraph (a) of this section or reinstated or reappointed 
ir accordance with the provisions of section 2Sil(b) shall, while so serving, be 
entitled in lieu of his annuity to the full salf.ry of the grade in which he is 
serving. During such service, he shall make contributions to the fund in accoul- 
aace with the provisions of section 211. When lie reverts to ins retired status 
h,s annuity shall be determined anew in accordance with the provisions of 

section 221 . , fen __ Tllls soc tion provides tor the recall to active service of 

1 , • ip ^ Tf -fn-r-Hioi* rirnvin^M' 


an annuitant when necessary in the pu 
that such a recalled annuitant shall 
the grade in which he serves upon 
his annuity upon completion of such ser 

reemployment 


f>lic interest. It further provides 
be entitled to the full salary of 
recall and for recomputation of 
Vice (secs. 520(b) and 871, FSA).. 


Sec. 272. Notwithstanding any other provisi 
under the provisions of this Act shall not, by 
tarred from employment in Federal Governmei 
tion for which he is qualified. An annuitant 
will of the appointing officer. 

Explanation. — This section authoriz 
ment of an employee retired under the 
is similar to that applicable to civil s 
to section 520(c) FSA. 


on of law, a participant retired 
, reason of his retired status, be- 
sit service in any appointive posi- 
30 reemployed shall serve at the 


ios the reemployment in Govern- 
1 Agency system. This authority 
trvice retirees, and is comparable 
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REEMPLOYMENT COMPENSATION 

Sec. 273. (a) Notwithstanding any other provision of law, any annuitant who 
has retired under this Act and who is reemployed in the Federal Government 
service in any appointive position either on a part-time or full-time basis shall 
be entitled to receive the salary of the position in which he is serving plus so 
much of his annuity payable under this Act which when combined with such 
salary does not exceed during any calendar year the basic salary such annuitant 
was entitled to receive on the date of his retirement from the Agency. Any such 
reemployed annuitant who receives salary during any calendar year in excess 
of the maximum amount which he may be entitled to receive under this para- 
graph shall be entitled to such salary in lieu of benefits hereunder. 

(b) When any such retired annuitant is reemployed, the employer shall send 
a notice to the Agency of such reemployment together with all pertinent infor- 
mation relating thereto, and shall pay directly to such annuitant the salary of the 
position in which he is serving. 

(c) In the event of any overpayment under this section, such overpayment 
shall be recovered by withholding the amount involved from the salary payable 
to such reemployed annuitant, or from any other moneys, including his an- 
nuity, payable in accordance with the provisions of this title. 

Explanation. — This section provides that an annuitant who is reem- 
ployed in the Federal service in an appointive position is entitled to re- 
tain the salary of his position plus his annuity up to a combined amount 
which does not exceed the basic salary of the grade which he held upon 
retirement. In tho event of an overpayment, the amount of such over- 
payment may be withheld from either the salary or the annuity payable 
to the reemployed annuitant (see. 872, FSA). 

I*art I — Voluntary Contributions 

Sec. 281. (a) Any participant may, at his option and under such regulations 
as may be prescribed by the Director, deposit additional sums in multiples of 1 
per centum of his basic salary, but not in excess of 10 per centum of such salary, 
which amounts together with interest at 3 per centum per annum, compounded 
annually as of December 31, and proportionately for the period served during 
the year of his retirement, including all contributions made during or for such 
period, shall, at the date of his retirement and at his election, be — 

( 1 ) returned to him in lump sum ; or 

(2) used to purchase an additional life annuity ; or 

(3) used to purchase an additional life annuity for himself and to provide 
for a cash payment on his death to a beneficiary whose name shall be notified 
in writing to the Director by the participant ; or 

(4) used to purchase an additional life annuity for himself and a life 
annuity commencing on his death payable to a beneficiary whose name 
shall be notified in writing to the Director by the participant with a guaran- 
teed return to the beneficiary or his legal representative of an amount 
equal to the cash payment referred to in subparagraph (3) above. 

(b) The benefits provided by subparagraphs (2), (3), or (4) of paragraph 
(a) of this section shall be actuariaily equivalent in value to the payment pro- 
vided for by subparagraph (a) (1) of this section and shall be calculated upon 
such tables of mortality as may be from time to time prescribed for this purpose 
by the Director. 

(c) In case a participant shall become separated from the Agency for any 
reason except retirement on an annuity, the amount of any additional deposits 
with interest at 3 per centum per annum, compounded as is provided in para- 
graph (a) of this section, made by him under the provisions of said paragraph 
(a) shall be refunded in the manner provided in section 241 for the return of 
contributions and interest in the case of death or separation from the Agency. 

(d) Any benefits payable to a participant or to his beneficiary in respect to the 
additional deposits provided under this section shall be in addition to the bene- 
fits otherwise provided under this title. 

Explanation.— This section provides for an employee to make volun- 
tary contributions to the fund if he wishes to do so in order to increase 
the annuity to be paid to him or to a survivor upon his retirement or 
death. Similar provision is contained in both tho Foreign Service and 
the civil service retirement systems (sec. 881, FSA), 
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TITLE III— INTERNAL REVENUE CODE AMENDMENT 

I'aragraph (4) of section 104(a) of the Internal Revenue Code of 1954, as 
amended (26 U.S.C. 104(a) (4) ) (relating to the 'exclusion from gross income ot 
compensation for injuries and sickness) is hereby amended to read as follows . 

“(4) amounts received as a pension, annuity, or similar allowance for 
personal injuries or sickness resulting from active service in the armed forces 
of any country or in the Coast and Geodctip Survey or the Public Health 
Service, or as a disability annuity payable under the provisions of section 
831 of the Foreign Service Act of 194 C, as amended (22 U.S.C. 1081, 60 Star. 

1021), or as a disability annuity payable under the provisions of section 231 
of the Central Intelligence Agency Retirement Act of 1963.’ _ 

Explanation . — This section amends paragraph 4 of section 104(a) of 
the Internal Revenue Code of 1954 to exempt disability annuities under 
title II of this act from Federal income tax. This is the same exemption 
already accorded similar annunities for ^participants under the Foreign 
Service disability and retirement systcih and for members of the uni- 
formed services. (This section was favprably reviewed by the Depart- 
ment of Treasury in processing within ijhe executive branch.) 

Mr. Warner. Page 1 , line 5, this is a new title to the bill. I don t 
believe it needs any explanation. At line [10 we have the inclusion of 
th) Deputy Director within the definition j of director to permit Gen- 
eral Carter to make the determinations required under the act. 

Mr. IIardy. Is that the normal procedure to write that into the 
statute? 

Isn’t that normally accomplished by delegation? 

Mr. Warner. Well, Ave felt that these actions are of sufficient im- 
portance that it ought to be abundantly (jlear. It does vary ^some- 
times it is in statutes; sometimes not. We thought it would be better 
to make it clear that the Deputy Director is fully authorized to act for 
Director in these situations. 1 

Mr. Hardy. I think that is probably all right, but every now and 
then when we get into situations where there arecircumstances as im- 
portant as these, it lias generally been thel thinking that the ultimate 
responsibility ought to be placed exclusively on the top administrative 
officer, which in this case ivould be the Director. I don’t know 
whether 

Mr. Bates. And he delegates it if he Avants to ? 

Mr. Hardy. Yes. Then in the event you have got a real come- 
back I 

Mr. Rivers. I can’t conceive how there would. be any difference of 
opinion betAveen the two because the President would certainly re- 
move him if there were any shenanigan^ between tlie two of them. 

I don’t see how it can hurt. I . . 

Mr. Blandford. Does the Foreign Seryice Act give this authority 
tc the Secretary of State and does lie delegate it or does it 

Mr. Woodyear. It is green to the Secretary of State and delegated 
tc the personnel director. 

Mr. Blandford. You have never had ajny problem then, insofar as 
ir terpretations are concerned, that a delegated authority affecting a 
retirement has been questioned, I mean to your knowledge ? 

Mr. Woodyear. To my knoAvledge we have never had any problem 
with it. j 

Mr. Hardy. I just have a doubt in my ljiind that Ave ought. to have a 
departure from Avhat is normal practice inffhis. That is all . 

Mr. Blandford. Nothing actually is yielded or detracted from it, 

Mr. Hardy, if it were deleted. 
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Mr. Hardy. That was my thinking. 

Mr. Bennett. I am inclined to delete it. 

Mr. Bates. I so move. 

Mr. Rivers. Without objection. Go ahead. 

Mr. Bates. I did have the same question that Mr. Hardy had. But 
also is this the language we finally decided on: “Central Intelligence 
Agency Retirement Act of 1963” ? 

Is that how we finally left it, even though it is only partial ? 

Mr. Rivers. What we decided to do is just take up roughly section 
302 or what was it ? 

Mr. Blandeord. Titles 2 and 3. 

Mr. Warner. Yes. You had expressed the will to take out all of 
these other provisions and merely deal with retirement, so this is a 
retirement act. 

Mr. Rivers, That is what we decided. 

Mr. Bates. Except it is not in as general a nature as the title seems 
to suggest. 

Mr. Blandeord. Couldn’t we amend this? 

I think we missed it some place here, what we are really talking 
about' • 

Mr. Bates. Special. 

Mr. Blandeord. More than that, limited. 

We ought to call it the Central Intelligence Agency Limited Re- 
tirement, Act of 1963 or the CIA Limited Retirement Act or something 
of that nature. 

Mr. Warner. This had been discussed at the prior hearing and the 
limited point is in the statement of the purpose and it is also in sec- 
tion 201 w'hic-h we have not come to yet. 

Mr, Bennett. It is the only retirement act for the- CIA of 1963, so- 
it is accurate. 

Mr. IIardy. But it does not a fleet all of CIA’s employees. 

Mr. Bennett. But it does not purport to. 

Mr. Rivers. Why don’t you make that consistent, Mr. Blandford ? 

Mr. Bates. He says 1963, 1 think we are quibbling a little bit. 

Mr. Rivers. I think we may be. 

Mr. Bennett. Just because you have a Central Intelligence Act of 
1963 does not mean it has to apply to everything in the whole Agency. 

Mr. Rivers. There are some long-term employees that are suffering 
and these are the ones w T e want to be sure of. 

Mr. Blandeord. Why don’t v T e put the word “restricted” before the 
word “retirement”? 

“The Central Intelligence Agency Restricted Retirement Act of 
1963,” to have the title at least carry with it the idea that it is restricted 
in its application. 

Mr. Hardy. I believe something of that kind ivould be helpful. 

Mr. Blandeord. W ould there be any obj ection to that ? 

General Carter. No. 

Mr. Warner. No. 

Mr. Rivers. I don’t see any. We may be quibbling a little bit. Like 
Mr. Bennett said there would be no other. 

Mr. Bennett. Why don’t you say “for certain employees,” that is 
more like it. 
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Mr. Blandford. You could put that in there. “For certain em- 
ployees” would even be more descr iptive of what you are doing. 

Mr. Rivers. Ithink so, too. 

Mr. Blandford. Central Intelligence Agency Act of 1963 for cer- 
tain employees. 

Mr. Bennett. That shows it is not for all employees. 

Mr. Blandford. All right. 

Mr. Rivers. All right; go ahead. 

Mr. Stratton. Mr. Chairman, I am just a little confused here. 
What does this document represent again? I have before me the 
printed text of H.R. 7216, 1 have the mimeographed document. You 
have underlined certain items but the differences between this and the 
printed version of H.R. 7216 are more than what you have underlined. 

Mr. Blandford. We agreed at the Iasi; meeting to eliminate prac- 
tically all of title I which carried with it lot more features. In other 
words, there was a question in there of permitting the Agency to 
receive gifts 

Mr. Stratton. I am just trying to find out what this printed docu- 
ment represents. 

General Carter explained it a moment ago, but I don’t follow his 
explanation. 

General Carter. It is a clean draft, sir, of the bill that we were 
working on back in July with amendments indicating the will of the 
subcommittee underlined in blue. 

Mr. Stratton. Now there are amendments which have not been 
underlined. Why have you underlined some changes and not others? 

General Carter. Only because of the omission of title I which had a 
r umber of administrative niceties that we had hoped to clean up in 
this bill ; but it seemed more appropriate to delete them. 

Mr. Stratton. I am just a little confused, the very first line, for 
example, “to provide for the establishment and maintenance of a 
Central Intelligence Agency retirement disability system” is different 
from the title in II.R. 7216, and yet there was not any underlining 
there. 

I wonder whether there is some particular significance in those 
changes which you have made which you have underlined and those 
changes which you have made which you have not underlined. 

Mr. Blandford. The title actually should have been underlined. 

Mr. Stratton. It seems to me there are a lot of things that should 
have been underlined. 

The word “inclusive,” for examp ie, if we are going to bo accurate and 
if we are going to indicate where ther? are changes, on line 5 the 
words “titles 1 to 3 inclusive” should have been underlined. 

Mr. Blandford. No, that was not the approach we took to this, 
because it would have taken quite i project to go through the niceties 
of that. The subcommittee- 

Mr. Stratton. I am just try ing to find out w T hat it is. 

Mr. Blandford. The subcommittee eliminated title I; practically 
the first day, they decided not bo take up all of these extraneous 
matters and confine ourselves strictly tc a retirement bill. 

So what we have here, as a result of the subcommittee’s desires, 
is a bill strictly confined to retirement. We have to change the title, 
and this will be introduced as a clean bid ; it won’t be 7216- amended ; 
this will actually be introduced as a new bill. 
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Mr. Stratton'. In other words, this underlining is not intended to 
represen t all changes ? 

Mr. Blandford. No. 

Mr. Stratton t . But just those 

Mr. Blandford. Changes in the retirement features that we have 
agreed upon, tentatively. 

Mr. Warner. That is correct. 

Mr. Rivers. This is our working apparatus to fashion a new retire- 
ment. bill, principally a retirement bill for the CIA. 

Mr. Blandford. That is it. 

Mr. Rivers. The reason it is so imperative, we have so many em- 
ployees, with many years, who are affected, and we thought that rather 
than get bogged down with a lot of things that do not touch the 
thing that is so imperative and so important in the Agency, we would 
limit our deliberations to the retirement. 

Mr. Bennett. We want to pass a bill before they retire, too. 

Mr. Rivers. W o hope to. 

Now let’s see if we can go ahead. Does that answer your question? 

Mr. Stratton. In other words — yes. 

In other words, for comparison, we begin on page, 10 of the printed 
text. 

Mr. Blandford. Just about. Actually you can almost take 7216 
and throw it away. 

Mr. Rivers. This is just a vehicle we are going to work on here. 

Mr. Warner. Actually, Mr. Stratton, if you will recall, once the 
subcommittee expressed its will of not dealing with these other ad- 
ministrative changes we brought you a now bill at that point, and really 
it is from that point that we come to this one. 

That second step is what we worked with before the subcommittee, 
in fact. 

Mr. Rivers. It may bo that we may not take this entire bill that they 
have given us without changing one or two sentences; that is con- 
ceivable. 

Mr. Warner. We had thought, it might be, sir. 

Mr. Rivers. So we may make a few changes. 

But this is our vehicle we are going to work with. Where, are we 
now ? 

Mr. Warnicr. Page 2, line, 7, the insertion of “for a limited number 
of employees.” I think this point has been discussed already. 

Beginning at line 11, through line 19, wo have put in a section which, 
in effect, provides that the decisions or determinations of the director 
required under this law would not be subject to judicial review. There 
are several reasons for this. The principal one is security, because 
the very people who would be participants in this system would have 
engaged in service which would have many security aspects involved 
to it and to permit them to take their cases to court would destroy 
our security. 

Now there is ample legislative precedent for this; we find it in the 
veterans’ benefits sections, we even find it in tlie civil service system 
in part. So I worked with Mr. Blandford on this, and we propose it 
for your consideration. 

Mr. Hardy. Is this the only way we can avoid the — that we can solve 
the problems that you want to solve ? 
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I frankly am getting more and more squeamish about giving this 
kind of authority to executive agencies — any executive agency. 

Mr. Warner. We searched diligently, Mr. Hardy. I don’t know 
how else to accomplish it. 

Now, Mr. Blandford, do you have any ? 

Mr. Blandford. No. What we are going to run into, and this is 
what we are afraid of, you get some disgruntled employee at some 
future date— — 

Mr. Rivers. The FBI does not have it. 

Mr. Blandford. The FBI does not have basically the same prob- 
lems that we would have of disclosure cf what this man did. Let’s 
take a man who claims that he is entitled to be included in this because 
c f certain work he has done, and perhaps he has done this work' in the 
United States and perhaps he has overglorified, in his own mind, the 
work he has done. 

It would be harmful to have this sort of thing disclosed in the news- 
papers, because as soon as it is filed in the complaint, that is what is 
g oing to happen. 

Mr. Hardy. I appreciate the problem but, I declare, this business of 
g iving the Director final authority makes Jiim a little god down there — 
which he already is. I am not sure that we have not gone too far in 
that direction, not just in this case but some others. 

Mr. Long. Is there anything to prevent such a man from writing- 
a magazine article ? 

Mr. Blandford. Yes; we have laws that cover that, very definitely. 
When a man is employed by the CIA he signs a statement to that 
effect. 

Mr. Rivers. He understands all of this. 

General Carter. Yes. 

Mr. Warner. Yes. It is the price of 

Mr. Blandford. They are all going i 
open that this is an agency that has extraordinary control over them. 

Mr. Hardy’s point, though, is of course one that Mr. Warner and I 
discussed. 1 know what is in Mr. Hardy’s mind: that is, do you have 
to go this far to preserve the integrity ? Actually it is the only solu- 
tion I could see. 

Mr. Bennett. It is the only one I can see. 

Mr. Hardy. It bothers me. Maybe there is no other solution to it. 

But it bothers me the amount of arbitrary authority we are giving 
to this Agency. 

Mr. Blandford. It is there, but the Director is the one who is going 
to decide the fate of these people anyway. 

Mr. Huddleston. In that instance that Mr. Blandford mentioned, 
the Espionage Act would prevent him from filing a suit; would it not? 

Mr. Blandford. I don’t think sc. 

Mr. Huddleston. Filing a suit and spelling out specifically his 
complaint? 

Mr. Blandford. He could fde the suit and then he could also say 
that because of that he was being precluded from bringing his suit 
properly and ask permission of the court to give him permission to 
file and I don’t know whether the court, can handle it m confidence. 

As a matter of fact, I doubt whether they could. It would become a. 
natter of public record. You have to go through some real compli- 


-v working for the Agency, 
nto this with their eyes wide 
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cated legal shenanigans in order to get the evidence before the court 
without having it part of the public record. That is what bothered us.. 

Mr. Warner. A very difficult problem. 

Mr. Rivers. Go ahead. 

Mr. Warner. Right, sir. 

Page 3, beginning at line 4, this again is a provision which the 
subcommittee spoke to, of permitting a participant who has fulfilled 
15 years of service and whose career at the time was adjudged by the 
Director still to be qualifying, that he may elect to remain in. 

At some point in his career ho knows where he is. 

Mr. Blandford. We ought to make it clear because Mr. Hardy would 
raise the point here I am sure, that this decision that this man makes 
to elect to be continued in this retirement system is inviolate from his- 
viewpoint. This is not something that you then turn around to section 
201(c) and it can be set aside by the Director. 

Mr. Warner. No. 

Mr. Blandford. Let’s make that clear in the record, that once this 
man has had 15 years of covered service, this is to protect the man 
which is what we discussed, this cannot be offset by section 201(c). 

Let’s have that strictly understood. 

Mr. Warner. Yes, absolutely. 

Mr. Hardy. That may be understood by us — — 

Mr. Rivers. This, at that point, then, is a vested right. 

Mr. Blandford. Vested right. That is what you wanted and this 
is the way we vested it. 

Mr. Hardy. This may be understood by us but- 1 don’t know where 
you would be if you had a conflict between these two sections, where 
the man contended that he was entitled to it because of his vested in- 
terest under this section. 

Mr. Blandford. The two would have to be read together, I think. 

Here we are vesting in the individual after 15 years of covered service 
the right to remain in it. 

Mr. Hardy. Under the other section if the Director found other- 
wise, it, might be contended that, he could not go to court to have it 
reviewed. 

Mr. Blandford. I don’t, think so at this point because of the way this 
language is written. The other one is a determination and here the 
determination is taken from— - — - 

Mr. Warner. It is not the Director’s determination at this point, it 
is the individual’s election. 

Mr. Blandford. That is right. 

Mr. Hardy. Well, the only question in my mind is whether it should 
be spelled out that the provision of that 201(c) is not applicable. 

Mr. Blandford. Wc could add, if you wish, “By the agency notwith- 
standing the provisions of section 201(c) ,” if that would clarify it. 

Mr. Rivers. You could do that. 

Mr. Warner. I think we could do that. 

Mr. Rivers. Easily. 

Would that be better ? 

Mr. Hardy. I just would like to be sure that we don’t have a 
conflict,. 

Mr. Rivers. You have to read them together. 

Mr. Blandford. All right; notwithstanding the provisions of 
section 201(c). 
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Mr. Rivers. They are to be read together ? 

Mr. Warner. Yes. 

Mr. Stratton. Does this mean that the question of participation is 
something that can then bo taken to court ; is that what we are saying ? 

Mr. Rivers. Oh, no. 

Mr. Stratton. 201(c) refers to the fact that it is not subject to 

review. . . 

Mr. Blandford. He could then take to court the question of his 
election to continue as a participant. 

Mr. Rivers. In the system ? 

Mr. Hardy. That would be the only thing. 

Mr. Rivers. Yes; that would be the on iy thing. 

Mr. Bland ford. This would in effect prevent the Director stopping 
him from electing to participate, if he elects to participate. 

Mr. Rivers. I think so. 

Mr. Warner. I would like to suggest if I might that we only agree 
on the principle here. 

Let’s look at this language. I am very concerned about adopting 
language very quickly, because I ihink Mr. Stratton has made a good 
point, it might conceivably be that this “notwithstanding” could apply 
to the “adjudged by the Director to be qualified.” 

This is precisely what we don’t wane to go into court. I see Mr. 
Hardy’s point, that we don’t want this election to revert back to the 
Director’s discretion. 

Mr. Hardy. I think you are probably — - — 

Mr. Rivers. Well, he is presumed to have been qualified. 

Mr. Hardy. I think you probably could get better language than 
the reference back to 201 (c) . 

Mr. Warner. Yes. 

Mr. Hardy. I think you probably could put in language which 
would say that the Director shall not abr: dge this right. 

Mr. Warner. That is the point I was raising. Let Mr. Blandford 
and me work on the language to satisfy your point. 

Mr. Hardy. All right. 

Mr. Rivers. That is right. Because if he has 15 years, he is in. 

Mr. Warner. lie is in, period. 

Mr. Rivers. You can work on that. ML at is next ? 

Mr. Warner. Line 17 on the same page and line 20, Awe inserted the 
word “who”. It is merely clarifying. 

Mr. Rivers. We discussed that. 

Mr. Bates. I don’t recall that. 

Mr. Rivers. We discussed it at length. 

Mr. Bates. I remember we talked about it. 

Mr. Rivers. Can you refresh Mr. Bates, Mr. Blandford ? 

Mr. Blandford. I am trying to think. 

Mr. Rivers. We had a long discussion about 

Mr. Warner. Seven or eight pages, that it was not quite clear what 
the antecedents were. 

Mr. Rivers. Mr. Hardy got into that discussion. 

Mr. Hardy. I don’t remember it. 

Mr. Blandford. We wanted to make pure that the widow 

Mr. Bates. There is no need 
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Mr. Blandford. I think what we had in mind was that we did not 
want, to permit— in other words, we did not want a woman, where 
there wasn’t a marriage, to participate and wo wanted to make sure 
that the widow referred back to a marriage. 

Mr. Warner. Yes. 

Mr. Bates. What you have done then in 15 and 16 you talked about 
a marriage. 

Mr. Blandford. But the “who” refers back to the widow. 

Mr. Bates. It says “or.” 

Mr. Blandford. “ Or who.” The “who” is the widow. 

Mr. Bates. It still has to bo a marriage which was consummated 2 
years before this. 

Mr. Blandford. No. Because widow means the surviving wife of 
a participant, married to such participant for at least 2 years 

before ATES ' Ib SayS “ SUch marria g e >” which refers back to 2 years 

Mr Blandford. The question was without the word “who” 
whether the words “or is the issue by such marriage.” 

Mr. Warner. Other than a wife % 

Mr. Blandford. The antecedent is still the participant. 

Mr. Bates. I don’t see any need for it at all. 

. Mr. Bennett. I don’t think we change anything when we put that 

Mr. Bates. Strike the whole line. 

Mr. Bennett. Why strike the whole line? 

Mr. Bates. It does not mean a thing. What does it mean ? 

Mr. Bennett. What does it mean? It means— let’s look at it 
grammatically. 

. “Widow” means the surviving wife of a participant who was mar- 
riedto such participant for at least 2 years immediately preceding 


You talk about 


Mr. Rivers. We ought to strike that out. 

Mr. Bennett. “Or is the mother” ■ 

Mr. Warner, “ — of issue by such marriage.” 

In other words, in less than a 2-year period. 

Mr. Bennett. That is correct. 

Air. Bates. TV ait a moment. That is my point, 
a marriage which precedes the death by 2 years. 

Mr. Long. But if she is a mother it could be less than 2 years. 

i ' i i , 1 ATKS ; '! <: lfc sa T s su °h marriage.” “Such marriage” refers 
back to the situation on 15 and 16, it says- 

Air. Rivers. You fellows are getting into sentence construction 
now. 

Mr. Bates. No. 

Mr. Rivers. I thought I left those things. 

Air Bates. When you are talking about “such marriage” you must 
tlie 1 death ng tie mamage whieh was consummated 2 years before 

gesdonf IV1 ' RS ‘ Mr ' Blandford > A ou arc the counsel; what is your sug- 

Mr Blandford. I had forgotten frankly what the issue was about 
But it seemed to me that the question was something dealing with 
whether a person could qualify here who has no relationship to being 
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Mr. Bates. I thought I was the only pne that forgot about it. 

Mr. Blandford. Where are the transcripts? , T ^ 

Mr Steatton. Mr. Chairman, if we] want to be accurate here lam 
afraid that the “who” refers to participant or could be interpreted as 
referring to participant rather th an to wife. So then you get into more 

tX Mu'bates. If you talk about such njiarriage you are talking about 

the marriage consummated 2 years before. 

Mr. Stratton. I think Mr. Bates is correct on that one, too. 

Mr Warner. Maybe you have a point, Mr. Bates. __ 

How about changing that by “marridge to the participant ? 

Mr. Bates. I don’t care what you change it to, as long as you don t 
refer to a marriage 2 years before it ycju don’t mean that. 

Mr. Warner. “Marriage to the participant,” that rs your point f 
Mr. Bates. Yes, do you see than? I . . , ,, 

Mr. Blandford. No. “Two years njamediately preceding his death 
or is the mother of issue by marriage to such^participant, or is the 
mother of issue by marriage to the participant.” 

Mr. Warner. The participant. 

Mr. Blandford. All right. 

Mr. Hardy. That I believe takes carp of it. 

Mr. Bates. All right, they can work it out. 

Mr. Rivers. You all work that thing out so it means waat you think 
it means. 

Mr. Blandford. I think we have it nbw. 

Mr. Rivers. We would like to get tjhis bill reported cut some time 
tlii s session . 

Mr. Hardy. You have to do the same thing on line 20. 

Mr. Warner. Yes, strike it.. 

Now pao-e 6 beginning at line 12, tins was a problem we discussed 
and the question was of the designation of a beneficiary and the sub- 
committee felt that the civil service provisions were a little more 
precise in requiring insurable interest in the beneficiary. 

Mr. Rivers. That is right ; I remember that, . _ 

Mr. Warner. Therefore wo have picked up, beginning at line 12 

from the Civil Service. 1 

Mr. Rivers. Do you remember that pne ? 

Mr. Blandford. Yes, I do remember that one. 

Mr. Rivers. All right. 

What is the next one ? 

Mr. Warner. Page 7, line 22. Thisi was 

Mr. Rivers. We have just made this consistent with the Civil berv- 
ice Act. 

Mr. Warner. That is correct, sir. 

We have changed the word “physical” to read “medical” so that it. 
be abundantly clear that it would’ include other than purely physical 
examination. 

Mr. Bono. How come that js not underlined m my book? 

Mr. Blandford. In mine either. 

Mr. Bono. Just the word “medical.” 

Mr. Warner. Yes. 

Mr. Stratton. Where is that, line 22 on page 7? 
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Mr Warner. Twenty- two, the word “medical” is substituted for the 
word “physical,” and in the title, too. 

Mr. Rivers. Wo are doing pretty well now. 

Mr. Warner. Page 12 beginning with line 16, the proviso, “volun- 
tary retirement shall have had not less than 5 years of service with the 
agency. 

Now again this was discussed by the subcommittee and I believe this 
is consistent. 

Mr. Rivers. That is right. That is where you took these people out 
•of industry who had these great records but he had to be there 5 
years 

Mr. Warner. That is right, sir. 

Page 18, beginning at line 14, a proviso that has been added, that in 
e i" tdl ° benefits of section 221, the involuntary retirement, they 
.should have not less than 5 years of qualifying service and a total of 
10 yeais of service. I his was the subcommittee’s suggestion and "just 
to make it abundantly clear we have continued on, that in the event 
Jig does not have these minimum periods of service 

Mr. Rivers. It has to be at least a GS-13. 

Mi. Blandford. Let me go back, Mr. Warner, one moment to 
page 12. 

Mr. Warner. Yes. 

Mr. Blandford. Did you want to have this not less than 5 years of 
service with the agency or 5 years of covered service? 

Mr. Long. You are using “covered” in the same sense as “quali- 
fying. _ 1 

Mr. Blandford. Qualifying service. 

In other words, the type of service that this is aimed at. 

Mr. Warner The record shows as I recall “service with the agency.” 

Mr Hardy. Y ou have already got a requirement that he have 20 
years service. 


Mr. Blandford. Let me give an example. 

A man works in the Post Office for 15 years. PTe transfers to the 
■L1A, and he serves with the CIA for 4 years and 11 months. He then 
goes into covered employment. 

Can he then retire under this special provision because he served for 
a month in covered service? 

And he can under that language. 

Is that what you want ? 

Mr. Hardy. No, I don’t think so. 

General Carter. If the Director qualifies him. This would be at 
the discretion of the Director under this language and I cannot con- 
ceive ot a Director so qualifying. 

■sendee^ 1 ANDF ° RD ^ recallection ' s wc wero talking about covered 


Mr. Houston. That was in connection with the covered service On 
tins one, I am not saying we cannot change it, but the discussion went 
fo a years service with the Agency. I think Mr. Hardy was raising 
the point of someone coming over and having 1 year’s service and all 
the rest of it m Post Office and so forth, and we nut him in covered 
■ service so we agreed to say 5 years’ service with the Agency. 

tbSi rr^ if would ./f el better for the purposes of explaining 
tins bill to the full committee if we used the same language pro- 
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vr.decl lie lias not less than 5 years of qualifying service, and by the 
word “qualifying” service, we mean of this type of service. 

Mr. Rivers. You mean service ? 

Mr. Hardy. I think that would improve it, actually. When you 
ace going to retire these people on 20 years at age 50, you are going o 
hive to have something to tie this thing down. 

That is an awful young retirement age. 

Mr. Bates. FBI has it now. . .. 

Mr. Rivers. The FBI does it. They made a very compelling case 

0a Mr. Hardy. But wo are talking here ibout people who have had 

most of their service in another agency. 

Mr. Blandeord. This is qualifying service for voluntary retire- 

Now when you get to involuntary retiiemcnt for disability you are 
getting into a different situation. _ ™ ■ 

But here it is the man’s own election, jl would suggest, Mr. Than 
man, that we add the word “qualifying” before the word ‘ service ' on 
1 ne 24 at page 12. 

Mr. FIardy. I believe we should too. 

Mr. Rivers. Let’s hear from General Carter. 

What about that? ...... . 

General Carter. I don’t see any practical objection, sir, although 
i- i s a limitation on the director’s discretion. I should point out that 
£ . man is not per se qualified to be a participant here purely because 
he has had 5 years of this service. It mig.it take 15 years. 

Mr. Rivers. Now these people are not — that is what 1 am talking 
about, his nerves, ho would not be completely disabled. _ These people 
are not exactly like the FBI, these people take anything that comes 
down the pike and never disclose their identity. 

We have got to be in sympathy with tie CIA or we cannot get you. 

good men. , , . . , . , 

Mr. Hardy. We are not talking about the involuntary retirement. 

Mr. Rivers. We arc talking about this 5 years here. 

Mr. Hardy. But we are talking about the man who voluntarily re- 

I ires. 

Mr. Rivers. lie may want to. ' . 

Mr. Hardy. If he is involuntarily separated he comes under these 

other provisions. , „ ■ , 

Mr. Rivers. No, I am talking about 21 years, and the 5 years with 

XlouVee what I am talking about ? You had better explore all 

.hese possibilities. , , . ... .. . , 

This is the first time we have written anything like this tor you,, 
md we want to comprehend exactly what we are doing. That is what 
T am thinking about. 

Mr. Blandford, you can straighten me out. , , 

Mr Blandeord. I see your point, Mr. Chairman, and of couise 
I can see General Carter’s point that the Director is not going to 
approve anybody for retirement who has only 6 months of covered 

service. . . 1 • 

But I am also recalling the conversation we had here that this is 
going to be explained on the floor of he House to people who are 
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going to raise questions about who are going to get these benefits and 
then maybe somebody is going to pose one of these questions “Would 

11 ^Possible for somebody to serve for as little as 6 months and 
quality f” 

And the answer is “Yes.” 

Mr. Rivers. We have got to be sold on this bill, I am talking about 
this committee, because a lot of people are skeptical of the CIA I 
am telling you. ’ 

Mr. . Hardy. Under the terms of this section, as it is drawn, as I 
lead it, the Director’s consent does not seem to be too important, in 
tins kind of a situation. 

This is a voluntary action. Of course the thing does say “on his 
own application and with the consent of the Director,” but, I don’t 
know what the Director’s consent means in this kind of a situation, 
wr Tj 1VETiS- ( ' an an ybody retire without the Director’s consent* 
Mr. Blandford. It is the same as the Secretary of the Army for 
20-year reti rement in the Army. ‘ 

In other words, a man applies for retirement in the Army after 20’ 
years of service and the Secretary of the Army says, “I am sorry.” 
air. Rivers. There isn’t any right. 

Mr. Blandford. There isn’t any right. 

Mr. Bates. Same on 30 years. 

Mr. Blandford. That is right. 

Mr. Bates. First right you have is at 40 years. 

Mr. Rivers. The only man who has a right to retire is one with 40 
years. 

Can anybody retire without the consent of the Director, voluntarily ? 
Mr. Blandford. Under civil service. 

General Carter. Under civil service at ago 62 with 5 years of service, 
or at 60 with 30 years of service. I do not think the Director is in a 
position to override his request. 

Mr. Rivers. What about in this act ? 

General Carter. Yes, sir, in this one he can. 

Mr. Rivers. He can retire ? 

General Carter. The Director can override his request. 

Mr. Rivers. lie must approve it. 

General Carter. Yes, sir. 

Mr. Blandford. No, he doesn’t have to approve it, he has the dis- 
ereation to approve it or not, as he sees fit. 

Mr. Rivers. That is what we are talking about. 

General Carter. Discretion. 

Mr. Rivers He must have his consent before he can retire. 

Mr. Blandford. That is right. 

Mr. Rivers. So I think that we should leave it this way. 

Mr. Bennett. You say there is a practical difficulty about pro- 
viding that he has not less than 5 years of service in the system, you 
say that is a practical difficulty. 

Mr. Warner. Yes, there would be. 

Mr. Bennett. What is that practical difficulty ? 

Mr. Warner. Well, you phrased it actually a little differently than 
we were phrasing it before. You said_5 years in the system which 
is & little different than 5 years of qualifying service* Five years in 

99^06$— rn— No. 2<6' 10 
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tlii » system would be, definitely a problem 
put him in the system. 

3o that would be a larger problem than e 


because you might not have 
en the 5 years of qualifying 

service. 

Mr. Rivers. I believe so. . ... 

Mr. Warner. Now with regard to the question ol 5 years of quaiity- 
j}-|.r seivice, you may have a man who performed outstanding service 
under most unusual conditions but meets all criteria but happens 
only to have had 4 years of qualifying service or 3 years, but maybe at 

is really worthwhile. . 

3o it is a question, of whether you are going to limit the Director on 

this one. 

Mr. Rtveks. I don’t know that we can do hat. ... 

Mr Blandford. Of course you could have a situation m here to 
-justify the bill as written where a man had served say, as a reserve 
officer for say 1C> years and then was Ril ’d, in a reduction m force, 
goes to work for CIA. Then gets into covered service for 2 year a or 
say 4 years, is not physically disabled, buf. his usefulness to the OlA 
is practically gone and in the interest of the CIA they more or less 
urge him to apply for retirement. . , . ,, 

But to give him the privilege of applying for retirement and then 
this man only has 4 years of qualifying service, he has a total ot M 
years service", 4 years of covered service, we would at least preclude 
him and perhaps preclude him for the remainder of his career l 1 !™ 
applying for voluntary retirement at age 50, even though: (a) ms 
usefulness is gone; (b) lie might be in a physical condition that would 
net justify disability retirement but actually for the purposes for 
which he had been trained and employed he was of no further use to 

t]l I wufvisualize that situation happenir g. Take, for example, the 
man who has come back from a place where he is not actually going 
to be retired for disability but he is of no further use to the CIA. 

This is a situation that could work an injustice, if you require o 
years of qualifying service, because this man may never get o years or 
qualifying service, assuming the Director iollowed the law, die intent 

°^Mi\ Hardy. Let’s leave it “service, with the agency,” Mr. Chairman. 

Mr. Blandford. All right. 

Mr. Rivers. Let’s go. . h 

Mr. Bates. How are we going to leave itp 

Mr. Rivers. Just like it is. 

Mr. Bennett. Like it is. 

Mr. Warner. The next one is on page 
go into it again, unless someone wishes to. 

I have touched on that. , ... . , 

Mr. Blandford. Let me get in the, record here that this is a dmerent 
situation now, where we get into the; man uhat has less than 20 years of 
service. Here we are being much tougher. We are saying f you are 
going to retire these people, and have them draw an immediate annuity, 
they are going to have to have at least 5 tears of covered service and 


13, 1 don’t think we need to 


wwj o " , .Via 

10 years of service with the Agency, so | 
coming in from the outside, going to work 


of qualifying service, and then drawing ajn annuity. 


that we don’t have people 
for 2, 3, 5 years, then a year 
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This is the tough provision. 

Mr. Kilgore. Let me raise a question back on page 12. Would it 
be consistent with our intent and desire of the Agency if our report 
makes reference to this language and said this is not intended to pro- 

±0 t> retire ™® nt for the convenience of the person involved ? 

Mr. Rivers. You could. 

Mr. Warner. You could. 

veJSiiS^f W6 <J °T d ,-f ay k ’ but actually it is not for the con- 
emence of the person. Let’s put it this way : I can visualize this 
provision being used for the convenience of the individual but I can 
visualize it being used more often for the convenience of the CIA 

w™t e h? 6y td the man that ’ “ Look > y° u can re tire voluntarily if you 
y ° U ai ' C now cover ed under this law and you can draw 
an immediate annuity, or we can involuntarily separate you with a 

deferred annuity, which do you want?” y 

to Hke 6 1S ^ n °f g ° in £ t0 be question about what the man is going 
to take. So from the viewpoint of the individual I would sav that 
there are going to be a lot of people who are going to retire voluntarily 
which would presumably indicate it is for their own convlnience but 
m most of the cases it will be for the convenience of the CIA ’ 

bale' ifw RE T HnnV B l What 1 i PI r f, sume \ d tvm ? the discussion was its 
i utent. 1 don t know whether there is any way to further 

‘iVL y w 6 mtent T ' f b°tb the Agency and the committee, 
ir Warner. I would assume this, that with the consent of the 

to consul /toT- 111 ’^ 01 n f de £ ^“s man’s services we are not going 

,“X S So » ««• “ « M<d oo nver&A® 

i£: is reaIly ' Tl,lt ;t is - m "“ 

Mr. Kilgore. All I was looking toward is preventing a situation 
from arismg which is a problem to you as well as a policy problem to 
the Congress and that is, that provision becoming in the eyes of every- 
body concerned more and more of a vested right over the years be- 
cause these things do happen. years, oe 

Mr. Warner. Yes. 

Mr. Kilgore. So that, it amounts to a loss of personnel to you 
Mr Rivers. 1 see what you are talking about. You start vour 
pi ecedent and it will keep on snowball in y 

Mr. Warner. I think it reflects mutuiS convenience. 

Mi. IIupdleston. Have you some better language than “to pro- 
mote the effici ency of the Agency” ? That sounds like a man om-ht to 

« he is ^ - p~£ 

rtijm.”™ lnng " ag6 th *‘ <» » 

°- 1 coul ‘ se , ^bis embraces most everythino- Mr 
sSpSsSis Ctl0U 111 ° Vera11 agC brackGte ’ the bump problem; 

Mr Blanpeoru. Perhaps Mr. Huddleston has a very good point 
• by. ,io :] W(1 ne ?d any language ? Why don’t we say “the D?recf or mnv 
period ? dlSCrCtl ° n retlre P artici pants in grade (?S-14 and above,” 
Mr. Warner. Tliat is agreeable. 
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Mr. Bennett. That is good. 

Mr. Huddleston. Yes. 

Mr. Blandford. That would solve it. 

Mr. Rivers. No use tagging something on the fellow that he can’t 
get loose from. 

Good point, Mr. Huddleston. 

Mr. Huddleston. I occasionally come up with a good point. 

Mr. Rivers. Not infrequently, Mr. Huddleston, not infrequently. _ 

Mr. Blandford. I want to settle one thing. Because if you take it 
out above, “to promote the efficiency of the Agency,” we either ought to 
take it out or if we leave it in we will have to explain why we left it in. 

Mr. Huddleston. I think it ought to come out. 

Mr. Rivers. Make it consistent. 

Mr. Warner. Both places. 

Mr. Blandford. That is all I want to kr ow. 

Mr. Warner. This brings us up to where we were, Mr. Chairman, 
and brings us down to section 235. 

Mr. Rivers. Where is that ? 

Mr. Warner. On page 15, “Mandatory Retirement Age.” 

Mr. Rivers. Now, Mr. Blandford, you take over. 

Mr. Blandford. I think what we ought to turn to now, Mr. Chair- 
man, is just the explanation. We all have an explanation in here. 

Mr. Rivers. Do we go back now ? 

Mr. Blandford. Go back to the printed explanation of section 235. 

Mr. Rtverh. What page is that ? 

General Carter. Page 13 of tab 3. 

Mr. Blandford. Here is a mandatory retirement prom si on at age 
(.5 to GS-18 and above, except I think this is similar to most civil 
service laws, that if the Director wants to continue him, he can. 

Mr. Warner. For another 5 years. 

Mr. Blandford. That is right. Age 60 is compulsory retirement 
for those below the grade of GS-18. 

Mr. Rivers. In other words, his mandatory age is 65 unless it is 
certificated by the Director that it is in the public interest ? 

Mr. Warner. That is right. Then it can go no longer than 5 years. 

Mr. Bennett. I don’t want to confuse matters, but I always wonder 
why we say “not to exceed 5 years.” Some people are 90 and pretty 
able. I can see as you approach the possibility of senility that it would 
le a good idea to have a short term. 

Mr. Rivers. There are two reasons. It cuts down the aspirations 
md the hopes of the fellows down below ; that you couldn’t keep a man 
on forever that there is always a possibility of his going in, and some 
time the fellow has to get out. Same way in the military. 

Mr. Bennett. That is a good argument. 

Mr. Rivers. We have a lot of people :n the military. I know these 

fellows who are passed over at 52, there are plenty of them 

Mr. Long. What about Congressmen and chairmen ? 

Mr. Bennett. It is not identical to the military because there you 
can extend anybody regardless of age. . 

Mr. Warner. This is more consistegt with the Foreign teerviee. 

They have the same. . . 

Mr. Blandford. Actually 64 is the njiaximum age m the military. 

Mr. Bennett. You can call people back. 
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Mr. Blandford. You can call a retired officer back in rare instances 
oi pass special laws for people such as General MacArthur But bv 
and large, you have a maximum of 64. UC )y 

Mr. Rivers. What is the next part, Mr. Blandford * 

Mr Bi^andford Section 241, “Disposition of Contributions and In- 
teiest m Excess of Benefits Received.” This is strictly a bookkeenino- 
operation which I don’t pretend to understand! 7 bookkeepm S 

n „vl r - Th® essence of this is if the benefits which have been 
J t / 6tl r d annuitant, to his beneficiaries, if any, do not take 
Ml the funds m his account, when the annuity ceased, then those funds 

sS that the ® ontributl0] ? s ar e refunded. This is a standard provision 
accornt. G ° Vernment doesn make “oney °n a man’s retirement 

Mr. Bates. They are refunded to the beneficiaries ? 
dence. W That 1S right ’ and the y stated in order of prece- 

Mr. Bates. Is there any interest on that at all ? 

Mr.' SSTL, rfUSSS 0mpMma8d 
Mr. Warner. As of December 31. 

tlitaJ'taCpuTin Jl tl,e ” d h « 1 “”’ t every- 

Mr. Warner. If the annuities cease? 

o'oine" to^-tlS*- N ° W S t 7 he , di ° d today and then the family is 
& Sr wfpt™ S p - S l im ’ 7 ken does the interest take effect ? 

• Warner. The interest has been running all the years that he 

has been making contributions. y 16 

J }f r ' Bates. The unpaid amount since the- 

tribffiio^tW ' i NO ’ i a - 11 ° f the years that he lias keen making con- 
MuRa™ I see ™ G ° mj)utM annnall y and compounded. * 

contribuficms™' DU ™ g th ° Wh ° le period since he started making 
Mr. Bates. All right. 

Mr. Rivers. Are you satisfied ? 

Mr. Bates. Yes. 

Mr. Blandford. Section 251. This is the section dealing with the 
computation of length of service for periods of service fo/annuities 
I assume this is pist standard language ? annuities. 

P WgTlS kngmg °’ » 

£ “ Pare “ l7 wiHl »*-*» Service. 

Bivers. Prior service same way ? 

Mr. Warner. Prior service, yes 
Mr. Blandford 
about separation. 

Mr. Bates. Where are you ? 

Mr. Rivers. Page 17. 

'vfr!l Iardy! ' Page 1? hi !hk bclof ^ * the lmV6 just covered - 

. Mr. Rivers. ID is talking about the explanation Th i 
is on 15 at tab 3. explanation. I he explanation 


We will get to that in a moment. They are talking 
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Vice of a participant should 
participant under the pro- 


Mr. Blandford. There is one thing in (here that I am sure you can 
explain, but we ought to have it in the record. 

Section 251 says that the period of serjr' 

bo computed from the date he becomes q _ -- * , 

visions of this act and he can’t possibly become a participant under the 
provisions of this act until it becomes an act. 

Then we get to the next section 252, where we count the service. 
Does section 252 cover, is it all-inclusive enough to provide for retro- 
active application of any prior service, including— and this is what l 
am getting at — our qualifying service requirement? 

Mr. Wakner. Yes, I think it is. . , T 

Mr Blandford. Let’s make it clear for the record. The point 1 am 
cutting at is we want to make sure that in crediting prior service we 
are crediting prior service for qualifying service. 

Mr. Warner. Yes. ] . . . ... 

Mr. Blandford. As distinguished froiii ]ust prior service with the 

CIA? 

Mr. Warner. Yes. , , , , , i 

Mr. Blandford, We don’t want to find those people who have al- 
ready had 5 years out in the field having tj> wait another 5. 

Is everybody convinced that this language covers this ? 

Mr. Warner. I think it does. 

Mr. Hardy. Tell me again how that woh-lts. 

Mr. B-ivers. You had better get that straight for the record. 

Mr. Blandford. That is the reason I raised it. 

Mr. Warner. That, is a good point. 

Mr. Blandford. If you are satisfied that it does that, fine 
way section 252 reads' I am not sure thajt it does. ^ ~ 

[ raised it. 

Mr. Rivers. I think it does. 

Mr. Hardy. Where does it do it? , _ 

Mr. Blandford. It doesn’t specifically, that is the only thing that 
bothers me. I think as long as we understand what we are doing here, 
this is our intent. 

You are talking about a participant. , -- t ■ n 

who would qualify under this retirement system. When we talk about 
him, we sav he may include in his pejriod of service, certain prior 


sit 


service. 

Now this participant may have both 
nonqualifying, and I want to make 
service will count, and I am not sure tliq 
Mr. Hardy. Well, are you sure that 
prior service will count as qualifying ? f 
Mr. Blandford. Well, that is someth 
that, that this could be interpreted to bp 
being designated as qualifying service 
intent. 

Mr. Rivers. It doesn’t say either of t, 
Mr. Blandford. That, is the only tld 
to make sure that we get it covered. 

Mr. Warner. I see your point, Mr. 
explicit here. 

Mr. Blandford. No. 

Mr. Warner. I believe it is implicit. 
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But the 
That is the reason 


types of service, qualifying and 
re that any prior qualifying 
language says that. 

-the language doesn’t say that 

ling else. I hadn’t thought of 
1 qualifying service without it 
but certainly that is not the 


aem, as a matter of’ fact. 

ng I am raising. I just want 

Blandford. It is certainly not 
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Mr. Blandford. The only thing I am trying to do is to bo helpful 
to somebody, to the GAO or somebody, that what we mean here is that 
this prior service counts and this would be prior qualifying service as 
determined by the Director. 

Mr. Warner. Eight. 

Mr. Rivers. That would be in the interpretation of the act, the 
intent of the Congress would be read in what he just got through 
saying. 

Mr. Blandford. Yes, this would be all that would be needed. 

Mr. 1 Iardy. Wherein would you have prior service ? 

Mr. Blandford. Section 252. 

Mr. Hardy. Wait a minute. I know that. I mean wherein would a 
man have prior service which would bo probably determined to be 
qualifying service? 

Mr. Blandford. This is going to bo completely up to the dis- 
cretion of the Director as it will in the future and for the past. 

Mr. Hardy. I have a little trouble seeing why we should give the 
Director authority to take any prior service with any other agency 
and say he qualifies 

Mr. Blandford. No, that is not the intent. We don’t mean that. 

Mr. Hardy. I want to be sure. 

General Carter. Yes, sir. 

Mr. Warner. Yes. 

Mr. Hardy. I don’t believe you have that problem, when they are 
actually CIA employees. 

Mr. Warner. Yes. 

Mr. TIardy. In that particular time this is the very service which 
is qualifying. 

Mr. Blandford. That is right. 

Mr. Rivers. That is exactly right. 

Mr. Hardy. Then that is not a problem here. 

The other side of this question though is, and I think it ought to be 
clear, that employment in another agency not directly under CIA 
should not under any circumstances bo determined to be qualifying. 

M'r. Warner. Of course we had no such intent. 

Mr. Bates. No. 

Mr. Hard y. I think we want to be sure. 

Mr. Rivers. Not necessarily. It may, though. 

Mr. Bates. No, not at all. 

Mr. Hardy. It ought not to be under any circumstances. 

Mr. Rivers. What about the FBI ? 

Mr. Warner. That is not qualifying service. 

Mr. Hardy. lie is not qualifying for this retirement system under 
CTA. 

Mr. Blandford. I would like to raise a question here on subsection 
(e) which deals with crediting of military service. I would like to get 
a good clear explanation on this. 

General Carter. Yes. 

Mr. Warner. Yes. 

Mr. Blandford. For practical purposes, and I think this is true of 
civil service and obviously true of Foreign Service, all prior military 
service counts for CIA service and for all other service but there could 
be a situation in which an officer had been retired for combat wounds 
and he, because he is not counting his years of service, and I presume 
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this is the way it would be interpreted, he is not counting his years of 
service this is the point X am getting at, General, and I think you will 
understand it better than anyone else because you are familiar with 
it I know— if he retires for disability And uses his percentage factor 
m determining his retirement pay, then you could count his years 
or military service toward his CIA retirement. 

What happens if you have the case of a man retired for disability, 
using your language, it is a service-connected disability incurred in 
combat, but it is only, say, a 20-percent disability so he uses his years 
of service as a multiplier, can he then get double credit for that, for 
retirement ? T 

Mr. Woodyear. He cannot 

Mr. Blaxdford . Let’s get that. 

General Carter. Tell us what the Foreign Sendee Act is. 

Mr. Woodyear. In the Foreign Serdce, any benefit received for 
military service precludes the application of that credit toward Foreign 
Service computation of annuity. 

Mr. Blaxdford. Do you get into any kind of a catch when it comes 
to longevity ? 

Mr. Woodyear, longevity with respect to what ? 

Mr. Blaxdford. We have had this came up under social security, 
where a person who retires for disability cannot count his years of 
service during World War II if those some years of service were used 
determining his multiplier. 

Then we get into the next question that comes up, which is if they 
base his disability retirement on his increments of pay, and one of 
those increments took place during World War II, is he counting his 
mil itary service for pay purposes ? 

Are you with me so far ? 

General Carter. Yes. 

Mr. Blaxdford. Does anybody know the answer to that ? 

Mr. Warxer. No, I don’t. 

Mr. Rivers. You are the only person I know who could answer 
your questions. 

.Mr. Warxer. The social security application is only under the 
Civil Service Retirement Act. ' 1 

Mr. Blaxdford. I think, I just want to make it clear what our intent 
is here, if I may explain what I hope our intent is. 

Let me put this in the record : We do not deal here with longevity 
or increments of pay.. They are not considered to be a part of a limita- 
tion contained in this provision. A man with prior military service 
may count his military service for retirement purposes under this act. 

A. man who is drawing retirement pay on account of tha.t length of 
service may not count any of his prior military service for the purposes 
of his retirement under the CIA, except that a man retired for combat- 
incurred disability who uses his nercenjtage of disability as a multi- 
plier may use his prior military service in computing his CIA retire- 
ment, and we do not consider that any portion of hiii disability 
retirement pay which is based upon increments in pay, which are based 
upon longevity, detracts from his right to count this service for CIA 
retirement purposes. 

Mr. Bexxett. I am certainly glad you explained so well our 
ntention. 

Mr. Rivers. I think you made that multiplier very clear. 
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Mr. Blandford. Yes. 

Mr. Blandford. You can get into a problem, once in a while, with 
this matter because somebody who is looking to dot the “i’s” and cross 
the “t’s” says, “Well, the only time you can count your military service 
is if you haven’t used it in any way for retirement purposes.” 

Well, with increments in pay, which are based upon length of serv- 
ice, the only way you could avoid such an interpretation is to go back 
to the entering pay. 

Are you with mo on that ? 

Mr. Rivers. Yes. 

Mr. Kilgore. Yes. 

Mr. Blandford. You go to the entering pay in order to determine 
that. 

Now I am only anticipating what somebody may raise some day in 
the future. I think they would be a little silly if they did, but I want 
to make it clear this is not our intent here. 

Mr. Rivers. All right. Wo are going to try to finish this today. 
Where are we ? 

Mr. Blandford. 255, “Credit for service while on military leave.” 

Leaves of absence do not require a participant to contribute to the 
fund. 

This is standard. 

Mr. Hardy. That is all right. 

Mr. Rivers. I think General Carter is the authority on this. 

Mr. Blandford. Actually, General Carter is being paid by the De- 
partment of Defense, if I understand it correctly. 

General Carter. Yes, sir. 

Mr. Blandford. I don’t believe on a reimbursable basis either. 

General Carter. No, sir. It is reimbursed to the Department of 
Defense by the Agency. 

Mr. Blandford. In other words, you are not on leave in any sense 
of the word ? 

General Carter. No, sir. 

Mr. Blandford. This is a full-time assignment. 

General Carter. Yes, sir. 

Mr. Blandford. Now the “Estimate of appropriations needed.” 

This is stated language so they will know what it is going to cost. 

It is my understanding that this bill will cost the Government, in addi- 
tion to the contribution of six and a half percent by the individual 
about $500,000 a year. 

Now let’s also understand that if the Government increases the 
annuities to survivors without any further contribution, and all that 
sort of thing, that this will require additional appropriations. 

Nothing comes free. I think we all know that the civil service retire- 
ment fund is, at this point, $34 billion in the red. 

But it is going to require annual appropriations, and I don’t know 
where you get the appropriation from, or how you are going to handle 
it. 

How do you handle that ; do yon want to say ? 

General Carter. We defend our appropriations. 

Mir. Blandford. Do you get the appropriation for this ? 

General Carter. We will. 

Mr. Blandford. Y on will have to ? 

General Carter. We will get this. 
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Mr. Rivers. You go before the — - 

Mr. Warner. Before a special committee of the Appropriations 
Committee, a five-man subcommittee headed by Mr. Cannon. 

Mr. Blandford. “Investment of moneys in the fund,” is standard 
language. 

“Attachment of moneys” is standard language. 

“Retired participants reinstated or reemployed;” this is standard 
language as to what happens to his retirement income. 

And then, of course, this requires him to make contributions. 

Mr. Rivers. “Reemployment” is standard. 

“Reemployment compensation” ; is th it. standard ? 

Mr. Blandford. Foreign Service. 

Mr. Warner. It is standard for Foreign Service but it is not stand- 
ard in the civil service. 

Mr. Rivers. It is standard for Foreign Sendee? 

Mr. Warner. Yes, sir. 

Mr. Hardt. Does this avoid application of the dual compensation 
act ? 

Mr. Warner. Y es, it 

Mr. Blandford. W ait a minute . 

Mr. Warner. It results in a litt le different treatment. 

Mr. Rivers. Let me tell you how it does. If they get somebody, 
take General Carter 

Mr. Hardy. This bothers me a little bit here. 

Mr. Blandford. No, General Carter would be in an entirely differ- 
ent, situation. 

Mr. IIardy. Yes, because lie is on active duty. 

Mr. Blandford. Take Mr. Warner. Mr. Warner retires from the 
CIA, and he then is appointed to another position and- 

Mr. Hardy. He can draw his retired pay and active pay. 

Mr. Blandford. He can draw both, and this would otherwise be in 
violation of the 1894 dual employment statute. 

Mr. Hardy. That is right. 

Mr. Warner. That is not entirely correct; you have to read 273 be- 
cause the actual situation is that a reemployed officer, under this act, 
would be permitted to draw the salary of the position to which he is 
appointed and to draw so much of his annuity, if any, which would 
bring his total salary for the year to the last salary he held with the 
Agency. 

Mr. Hardy. Yes; that ties it back down just exactly the way it is 
now. 

Mr. Blandford. All right. 

Mr. Hardy. That is all right. 

Mr. Rivers. “Voluntary contributions.” 

Mr. Warner. This is completely standard. 

Mr. Rivers. The only fellow who is going to have to do a lot of 
studying is the subcommittee chairman; I can tell you that. But I 
have Mr. Bates on my left. 

Mr. 'Warner. We will be glad to help y on. 

Mr. Rivers. We can take care of it. 

Thank you very much. 

(Whereupon, at 11:59 a.m., the subcommittee was adjourned, sub- 
ject to call of the Chair.) 
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